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Foreword 

• * 

Since the mid- 1930s, the Social Science Research Council has 
sought to support the development of *he social and behavioral 
sciences through dissertation fellowsljjps programs. Such pro- 
grams contribute toward building (and eventually replenishing) a 
body of trained personnel, many of whom— long after the pe- 
riod of their fellowship— continue to work in and develop the 
field in which their dissertation was written. ' 

Since 1980, the Council has administered a dissertation fellow- 
ship program in the field of employment and training. Formerly 
administered by the National Council on Employment Policy and 
*prior to that by the Employment and Training Administration of 
the U.S. Department of Labor, the program.has awarded more 
than 600 fellowships to graduate students in departments of 
anthropology, business, economics, industrial, relations, political 
science, psychology, sociology, and others. In |so doing, the pro- 
gram has contributed toward the understanding of such issues as 
the effectiveness of employment and training programs; the 
special employment and training needs of dislocated workers, 
unemployed black youth, and disadvantaged immigrants; and 
the dynamics of labor markets nibre generally. 

The return on suc,h an investment in young scholars, as well as 
in their research,, is often difficult to measure. Although jmpor- 
tant, the benefits are often subtle and indirect, and the specific 
results of their research may not always come to the attention of 
those with responsibilities for administering and thinking about 
the employment and^ training policies of the United States. 
Moreover, barriers to interdisciplinary discouise are frequently 
made all the more difficult to scale by the tendency of scholars to 
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write in the magic codes that only their immediate peers can 
decipher. 

In order to facilitate the transfer of the knowledge generated 
by dissertation research recently supported by this program, the 
\(Council commfssioned Peter S. Barth^an economist at the Uni- 
versity of Connecticut, to summari^efand occasionally translate) 
20 of these dissertations and tbnlalte their findings accessible to 
individuals who mayjack-advanced technical training,' or who 
may be uncomfortable with the particular disciplinary language 
in which many of them were written. Mr. Barth has admirably 
completed this assignment and provides in this book ample tes- 
timony to the impdrtance and quality of th8~aissertation research 
in the field of employment ^ahd training supported by this pro- 
gram. s 

Robert W. Pearson 
4 j Social Science Research Council 
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Introduction 

The developmeht of major employment and training pro- 1 , 
grams in the 1960s necessarily carried with it a^ieed to under- : 
stand the environment in which such programs- existed. Ques- 
tions abounded about the potential program users, employer 
needs, regional issues, program delivery methods, labor union * 
rotes, the labor market, and so on. Although only a few of the more • * 
obvious questions /could even be articulated at that time, two 
things were quite ' apparent. First, the loosely defined area of 
(then-called) rttanjpower had little research on which to build. 
Second, very fe\y researchers were actively engaged in such 
work, The doctoral dissertation grant program was institute^ \ 
within the Manpower Administration as one of the means to . 
overcome both obstacles. Its principal goal \yas- to stimulate 
interest in employment and training research among young 
/• scholars. Aside from any immediate benefits from the research 
itself, the project hoped to channel these persQris into a con- 
tinuing research commitment to the employment and training 
field. The goals of the program remained intact until the prdgram 
-was terminated at the close of 1^84. 

Aside from its goal of augmenting the number of active re- 
searchers, the program has provided a large amount of schol- 
arship, prepared under the direction and guidance of accom- 
plished researchers. The purpose of this monograph is to in- 
form government personnel, the research community, and em- 
ployment and training practitioners of the availability of some of • 
this recent research. It should serve to indicate what types of M * 
studies are being carried out currently by the newest researchers 
in the field. It will alert some readers to the availability oLr 
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finished studies that they may not be aware exist. Even when 
articles appear that are based on completed work, they may 
represent only a fragment of the original work. Further, disser- 
tations in this Field may be published in journals specializing in 
economics, sociology, psychology, industrial relations, health, 
'business, history, regional science, "or other fields tha* are not 
regularly seen by employment and training specialists. As such, 
this further limits the dissemination of this work. 

In this monograph, 20 recently completed dissertations are 
summarized. My hope is that these bfief descriptions will en- 
courage those Readers with specific interests' in or needs for 
employment and training research to obtain copies of the dis- 
sertations. . 

The studies selected for inclusion here were all completed 
within the past few years and were chosen as being representa- # 
tive of the broad Field of research being done in employment 
and training. 

The monograph is arranged in five sections. The somewhat 
arbitrary division is meant simply to assist the reader. The first 
section focuses on existing government programs and legislation. 
To some extent, readers may view these as evaluation studies. 
They cover an area that is somewhat broader than mpre con- 
ventional employment and training evaluations. For example, 
one of the theses examines the use of Employee Stock 
Ownership Plans, while another reports on the im^.ct of equal 
employment opportunity laws on labor unions. \ K se studies are 
not limited lo federal programs, and federal-si or federal- 
local relation* are issues in several of these stud** . 

The second lection deals with labor- management questions, 
One of the two dissertations explains the development of 
unionization among teachers. The other describes the impact of 
a significant agreement to respond to labor-saving technology in 
the longshore industry, 

The third section deals with issues of job search. In two of the 
dissertations, the researchers use survey research methods to 
examine the process by persons who have recently lost their 
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jobs. The third thesis employs an experimental approach using 
graduating college students as subjects. 

The fourth section focuses- on issues relating to discrimination 
in the labor market. Considerable attention is given to questions 
of occupational choice, labor force participation, and earnings. A 
wide range of techniques is used in these studies, including a 4 
twelve-nation comparison of the experiences of female workers. 
The dual labor market hypothesis is analyzed in one of these 
dissertations, while another examines circumstances surrounding 
the retirement decisions of older workers. Several of the studies 
are interested in the pattern of career development among 
women based on early experience in the labor market. 

The final section deals with the impact of the business cycle. 
One dissertation examines the response by empl^ers in union 
or nonunion industries to changes in demand in terms of layoffs, 
wages, or varying the hours worked. Anotfier study considers the 
impact on individual health of movements in the cycle. A third 
study examines the responsiveness of students to economic 
change in terms of school enrollments, 



reader is encduragecflto go to the original source. In each case 
the' same format is Used: a description of the framework into 
wjiich the study fits, an explanation of its purpose, a summary of 
the methodology used and type of data employed, and the au- 
thor's findings and conclusions. 

Despite the many obvious differences among these 20 disser- 
tations in their subject matter, methodology, and the like, one 
cannot help being struck by certain common characteristics. 
Some of them may not be very surprising. For example, there is 
an extensive eview of the related literature in all but one of 
these studies. Nor may the general absence of jaf#lemic be sur- 
prising. While the authors often will identify with onqj side or 
another on a research issue, the political and social orientation of 
the writer typically is not evident. In a field that is often marked 
by strong and explicitly political writings, the absence of such 
statements places many of these theses on a neutral ground. This 
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is not to suggest a la<jk of interest in questions of public policy; 
jnany of these young researchers are exceptionally aware of the 
public policy issues that .exist in their work. Their academic 
training does not appear to have left them insensitive to the 
important national questions with . which Ihey deal, directly ot 
indirectly. 

Another common feature of these dissertations is the willing- 
ness to cross traditional academic disciplinary lines. Not only are 
the 20 studies representative of a variety of fields; many of the 
individual studies draw from more than a single academic disci- 
pline. For example, a number of dissertations draw upon the 
theories and findings of economists, sociologists, and psycholo- 
gists in addition to "conventional" employment and training re- 
search. 

Many of the studies contain a large number of findings, which 
pose special difficulties for anybne seeking to summarize them. 
This was v particularly true for, but not limited to, those studies 
based on survey research work. As such, readers from different 
subject areas might have emphasized some findings mor? than 
others, had they prepared the review. Thesceader is warned, 
herewith, that the descriptions of findings in somfcHQstances are 
necessarily brief and meant primarily to alert the reader to the 
(arguably) most essential findings as perceived by the original 
author. 

Points of view or opinions stated in this document do not 
necessarily represent the official position or policy of the Social 
Science Research Council or the U.S. Department of Labor. 

Peter S. Barth 
« 

University of Connecticut / 

December 1984 ' / 

I 
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An Examination of the Social Factors Determining Successful Training Performance of 
Participants in Ex-Offender Manpower Programs: A Model for Predicting Social Be- 
havior 

AUTHOR 

James Henderson Browne 

Institute of Labor and Industrial Relations 
University of Illinois 



The special problems of .ex-offenders 

Employment and training programs 4*ave been designed to 
assist individuals who have experienced labor market difficulties 
overcome a variety of handicap that impede their transition into 
productive empIC^^ejit. Ex-offenders experience "special bar- 
riers to employment resulting from their status as ex-convicts, 
probationers, or parolees. They can expect to be viewed with 
suspicion ^nd even hostility by potential employers and fellow 
workers. The ex-offender may also have little schooling, train- 
ing, experience, or demonstrated work habits that would allow 
him or her to find and hold a wide range of jobs. 

Although the ex-offender represents an especially serious 
challenge to employment and training programs, such programs 
may be highly cost effective when compared with the costs of 
failing to keep an ex-ofrender from committing crime or the 
costs of possible subsequent incarceration, y 
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Factors related to program success . 

The purpose of this study is to identify those factors that will 
allow one to*predict who will be the successful graduates' of 
employment and training programs for ex^-offenders. At another 
level, the research attempts to test a predictive theory of spcial 
behavior propounded by Harry Triandis. That -riddel relates 
behavior to measures' used by behayiorists (that is, habits) and 
those employed by cognitive psychologists (that is, expressed 
intentions). As such, the study is of interest both to program 
operators and to psychologists. ,. , 

There are several potential benefits of being able to. suc- 
cessfully predict which program enrollees will meet with Success. 
In theory, at least* one,i:ould accept for participation in such 
programs those person*' who appear to be good betsto succeed. 
More likely, the prqrg^ams miglit be modified to^sHablish an 
environment wherein .the probability of success*' is enlarged. 
Browne argues that enrollee behavior kself could/be modified in 
the light of more knowledge about the factors related to success 
or failure. . \ 

Building on the Triandis model, Brownfr evaluated the com- 
parative importance of three sets of variables. In an eclectic 
manner, he examined enrollee .habits "H" (as a behavioral psy- 
chologist might), the -stated intentions of xhe enrollee "I" (as a 
cognitive psychologist might), and the facilitating conditions T 
under which the enrollee lived. The hotter focused on the envi- 
ronment and the degree of support received from family and 
friends. 4 

\ 

A survey of program participant characteristics* 

Browne's study, was 'based primarily on an examination of a 
sample of the s enrollees in ex-offender programs within the U.S. 
Department oX Labor's Region V. Most of the subjects were 
drawn from Illim^s and all were participants in programs that 
indicated a' willingness to participate in such a study. Pro- 
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£^ grams that included youth or the currently incarcerated or that 
provided ori\v employment and counseling services were ex- 
cluded. The study was limited to male ex-offenders. Ultimately, 
usable Information was available for 128 subjects who were 
enrolled in six programs it some time from October 1979 to 
April 1980. Data were taken from the enrollees' file at the 
time of admission to the program, during the first two weeks of 
training, and at the time training endecl. The programs consisted 
o^ oi*ihe-job training, work experience, "or a combination of 
on-the-job training and classroom work. 

It is important to note that Brbwne sought to predict program 
outcbme and ferminaion status^. Thus, success was evaluated- 
solely 1 in terms of whether the \ trainee completed the entire 
course or left before finishing it tp take a job. It did not seek to 
identify \whether training outcornes were associated with sub- 
sequent recidivism. 

To determine the effects of the "H," "I," and "F" factors, 
Browne administered a 59-item questionnaire to the program 
participants as well as obtaining data about the trainees from the 
program operators. . s 

Predictors of . participant behavior 

A variety of findings emerged from this study ^most r»f which 
appeared to be, consistent with the literature that had preceded 
it. Browne found that the Triandis model provided accurate 
predictions of trainee behavioral intentions regarding effort, at- 
tendance, punctuality, and compliance. The model was not ef- 
fective* however, in predicting the ratings giveniby program staff 
to trainees oh these^ dimensions of program behavior. Browne 
listed a number of possible reasons for the apparent faMure of 
behavioral intentions to explain the actual evaluation of trainees 
by staff. While theTintentdons of the trainee appeared to be 
ineffective as a predictor of outcomes, habits were quite power- 
ful. The support 'received from family and friends combined 
with work habits such as punctuality or attendance were associ- 
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ated with success in the program, jwhile the professed intentions 
of enrollees to be punctual or attend regularly appeared not'to 
'be related to successful outcomes. 



The support received from family and frierjjds combined with work 
habits such as^puogtueflty or attendance wire associated with suc- 
cess in the program, while the professed intentions ot enrollees to 
be punctual or attend regqjarly appeared not to be related to suc- 
cessful outcomes. 



Habits were assessed through direct observation of the trainee 
during his Prst few weeks in the program. Browne argued that 
the individual's effort, attendance, punctuality, and c6jnpHance 
xrf the beginning of the programcan be useful iiji identifying who 
will succeed. As a sort of early warning system, 'it can indicate 
which trainees Would benefit from behavioral modification or 
other conditioning programs that may lead to better program 
outcomes? This research sought to identify potential program 
failures, but did not actually seek to modify any outcomes. , 

The study was limited to ex-offender programs. However, 
"habits" may also predict trainee success in other employment 
and training pirograms. The Browne thesis can be refined and 
applied to other t^pdk of programs, not simply those aimed at 
ex-offenders. « ^ ^ 
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LOCAL ECONOMIC DEVELOPMENT 

dissertationNttle ^ 
Implementing Development and Manpower Strategies in Boston, Chicago, and Phila- 
delphia 

AUTHOR 

Jonathan Rat? 

Florence Heller Qraduate School for Advanced Studies in Social Welfare 
Brandeis University 9 * 

Job creaflon and local economic development 

The modern era of manpower programs is generally accepted 
to have begun in 1961 at the time of passage of the Area 
Redevelopment Act. Unlike much of the Iegislaftbn tHat followed 
this law, its goal w^§ aimed at reviving and restoring econom- 
ically depressed areas. By pumping' resources fof training and 
job creation into such areas, ijnemriloyed or underemployed 
residents were thought to benefit. Subsequent legislation was 
ain^ed more directly at specific groups of people-^-for e\ample, 
veterans and minority group persons^tnan at regional devel- 
opment. 

In recent years, increasing attention has been given again to 
developing support progiHms that are aimed at specific areas. 
The concept of the "enterprise zone," for Example, seeks to pack- 
age -various incentives for employers either to locate or*to ex * 
pand in a targeted territory and thus improve local labor market 
conditions, 
i 
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Successfully generating employment in 
economically-depressed areas 

v The purpose of this study is to gain some insight into the 
processes of local economic development and employment cre- 
ation. Specifically, Katz sought to identify and evaluate strategies 
that are used to induce businesses to invest in certainMocalitiesor 
areas and to create jobs there For the disadvantaged. 

Numerous studies have sought to explain ^hy businesses lo- 
cate or relocate where they do, and what factors tend, to influ- 
ence different types of employers, A similarly large. body of 
research has sought to Aplain the factors that make, for suc- 
cessful employment and training programs. This study as one of 
the few to focus on the conjunction of the two sets of issues. The 
' growing interest in enterprise zones suggests that other such 
studies can be expected to follow. * ; f 

Katz identified three sets of specific questions to shed ligfu on 
these issues. First, what are the most important elements in 
developing and carrying out a local development program^Sec- 
ond, which "policies and incentives appear to be most effective in 
stimulating new private sector investment and job creati3trift-the 
taiget area. Last, which manpower programs and practices are 
rrioM successful in job creation for un employed and undereri- 
ployed residents of the area? 

A comparative case stvdy x>f three cities 

This study used a comparative case study analysis to describe 
and evaluate approaches used by three cities to spur private job 
creation' for target groups.* Katz believed that such a research 
sti at e^fy would allow him to produce and use data that are rich in 
detail and insights. His evaluation was essentially a "process 
, evaluation/ 1 a useful device for analyzing new, developing pro- 
grams. Programs examined by Katz were still in experimental 
stages and were being run on a trial and error basis. The focus 
of the research was the evolution- of the programs. At the time of 
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writing, few quantitative data on program outcomes were avail- 
able fof analysis. f y 

This case study analysis ^relied upon intensive interviewing, 
observation, documentary analysis, and access to files of key 
actors from the public and private sectors. The primary source 
of Information was open-ended interviews with persons involved 
in the development and manpower process. In each city at least 
50 persons were interviewed, including local manpower and de- 
velopment staff, planners, businesspeople, bankers, private de- 
velopers, lawyers, reporters, union officials, and academics. 

The cities were selected from a pool of cities with a* population 
of over 500,090 that had experienced economic distress in recent 
years as reflected by job losses. Based on census data, 20 cities 
qualified for inclusion. Frontalis set, cities were selected for 
study that had an economic 'development strategy that stressed 
private job creation and included a specific linkage to existing 
employment and training progrartft. Katz gave preference to 
those cities farthest along in implementing these programs, ulti- 
mately selecting Boston, Chicago, and Philadelphia for study. 

4 

Successful development strategies 

Katz relied upon the literarCre^arid analyses of fesearch in 
economics, manpower, and political science to draw together his 
case studies. This allowed him to generate a variety of broadly 
based conclusions. 

One of his most important conclusions was th^t financial in- 
centives, as a part of a locality's development process, were not a 
very important factor in the locational decisions of firms. In- 
stead, the key determinants of the location decision were the 
overall attractiveness of the land site and the access to sources of 
transportation. In some instances, firms made locational com- 
mitments without waiting for local development aid packages. In 
other cases where such aid was used, some businesses would have 
made the same decision, evehsjf no support had been fcftthcom- 
ing. In Philadelphia, a revolvimkloan appears ^to have been very 
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important to some employers, particularly where they Expanded 
an existing facility. 

Katz observed that development agencies had some success in 
encouraging businesses to stay within an area or to expand their 
facilities there. These agencies had less success in attracting busi- 
nesses from other areas to locate in the target zone. Further, the 
primary competition that these areas faced was the local suburbs 
and not other cities, states, or the sun-belt region. 

* % 

& . financial incentives, as a part of a locality's development process, 
^y/ere-rfot a very' important factor in the Vocational decisions of firms. 

' * * *' 

J One of the most successful programs Katz identified included 
a technical assistance program for businesses in the target area 
Management consultants provided these firms with short-tern 
.support. Because of such assistance, several businesses were 
'helped to survive while others were able to expand. In either 
case, the result was job retention and creation. 

^lost of the formalized access routes to jobs for the unem- 
ployed in these areas did not work well. For a variety of reasons 
the attempts to link area development with jobs for the hard-to- 
employ did not succeed. The suspicion and skepticism of em- 
ployers toward some of the manpower agencies was a striking 
and recurring theme running throughout tfie analysis. Clearly, 
the success of development efforts led to job creation for some 
unskilled and unemployed residents of the development area. 
But some of these jobs were created without any formal place- 
ment program. Firms considering locating in depressed areas 
dfd not welcome the offers to place publicly subsidized workers 
in on-the-job training programs in their establishments. Where 
local residents found such work, it was through the recruiting 
efforts of the business. 

• K^:„ concluded that strong, continuous, executive support is 
needed for localities to successfully implement their develop- 
v ment strategies. That ty«£ of strong' support, identified with a 
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political official, may also lead to the undermining of programs. 
For example, if a project is a pet program of a mayor and a new 
mayor is elected, the program may have little chance to survive, 
at least in its original form. 

Perhaps the strongest and clearest message that emerged from 
this study is that the development agency needs to define clearly 
what it can offer, to plan its outreach accordingly, to have the 
authority to make decisions, and to take action promptly where 
necessary. It is also useful to identify one or two individuals to 
serve as ombudsmen, operating between businesses and the city 
government to minimize red tape for businesses responding' to 
the development program. In short, Katz argued that the devel- 
opment effort 'must be well managed and isolated as much as 
possible from the politics and bureaucracy that have hindered 
such programs in the past. It ought not to be so isolated, 
however, that it appears to lack the strong support of the local 
executive.- Katz reported tnat there will be greater payoffs to the 
community from such steps than from such sweeteners as the 
financial incentives often offered in the form of temporary tax 
^abatement programs. • <• 
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Enforcing child support .payments . > 

Rapid increases in v^lfare costs in the 1960s and 1970s led to 
increasing public awareness ahd concern about the public sup- 
port system in this country.' An evolving concern focused on the 
appropriate role of parental financial support in low-income 
households headed by single parents. In most cases this issue 
involved fathers who had moved from the household and had 
left behind children. The evidence suggested that the states had 
not been aggressive in seeking to establish the responsibility of 
this parent for the financial support of his family. f 

In 1975 the passage of Public Law 93-647 created Title IV-D 
of the Social Security Act mandating more Aggressive enforce- 
ment at state and local levels of child support^: ograms. Nation- 
ally, it established a computerized Parent Locator Service, which 
permitted the IRS and Social Security Administration to use 
their information systems to assist the states in locating absent 
parents and in identifying their level of income. In response to 
this legislation states established their own programs as well. 
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Despite these efforts, nonsupport by absent parents remains a 
significant national problem, a major cause of poverty in 
female-headed families, and an increasing financial responsibility 
.of government. 

The causes of nonsupport appear to be poorly understood. 
Aside from certain economic causes and motives, the design of 
the welfare system itself may contribute to the problem. For 
example, the payments collected by the state under the enforce- 
ment program go to the state's treasury, and not to the depen- 
dent family. As §uch, there is no positive incentive for the father 
to contribute because of perceived family needs, since his own 
family does not directly benefit from his payments. Moreover, 
rigorous enforcement of child support may lead to or exacerbate 
poverty and deprivation in a second household. If the low- 
income father is now supporting a second family, forcing sup- 
port payments from him may push that family into poverty. 

Apparently, the amount to be paid under an enforcement 
scheme is based on the father's ability to pay, and not on the 
family's level of need. As such, welfare dependency is func- 
tionally related »to* an/absent father's economic status and on his 
continued willingness to make support payments. 

The enforcement system 

The purpose of this study is to describe the consequences of 
child support enforcement programs. To what extent do such 
payments supplement Aid to Families with Dependent Children 
(AFD(i) grant amounts? How many families are forced off the 
welfare roles because of it? Are such changes in status perma- 
nent or temporary? 

Another set of issues concerns the size of the child support 
payments.- To what extent do support payments meet the mini- 
mum levels recommended by (then) HEW? Are the courts 
ordering support levels that meet these guidelines? What*factors 
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explain why fathers meet or avoid such payments? Is the mode 
or level of enforcement important in this regard? 

A profile of welfare cases 

Lonergan fought to answer these questions by examining the 
data of a single Child Support Enforcement Office in 1977-78. 
She was able to obtain and merge data from two separate 
sources: the family record from the AFDC file and the support 
enforcement data fiom the IV-D file. These data were drawn 
from the New Bedford, Massachusetts area, a low-income, 
high-unemployment region in the southeastern part of the state, 
consisting of the city of New Bedford and several small sur- 
rounding towns. In 1977, about one family in eight in New 
Bedford was receiving assistance under the AFDC program. 

An initial screening of a data file yielded approximately 2,800 
child supjiort cases. By eliminating records with substantial 
missing data, where the mother was filed absent, or where a 
relative or other applicant filed for AFDC on behalf of the 
family, the number of cases was reduced to 682. 

The data allowed Lonergan to construct case files built 
around several clusters of information. First, she was able to 
establish a picture of the family status of both parents — that is, 
marriages, separations, reconciliations, and remarriages. A his- 
tory of dependency on AFD6, was constructed also, including 
any previous periods of dependence and the reasons Tor status, 
changes. Employment data on the father were available, includ- 
ing his occupation, earnings level, and nonwage sources of in- 
come, Lonergan also reconstructed all efforts to support en- 
forcement including the date, the type of enforcement order, 
and the amount of support required under the order. Data were 
also available on the extent of compliance. Records were ana- 
lyzed from as early as the beginning of the 1960s until December 
1977. 

The principal method of analyzing these data was through 
cross-tabulations. 
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Outcomes of enforcement efforts 

Few fathers in New Bedford were found to be able to pay 
child support amounts that equaled or exceeded levels of the 
family's welfare grant, thereby releasing them of welfare depen- 
dency. On average it took an income level of $200 per week for 
the father to be able to provide this much support to his family. 
Even if the father had the ability and willingness to pay, how- 
ever, it was likely that the courts and IV-D enforcement officials 
would not force him to pay child support to the level recom- 
mended by HEW guidelines. 



Even If the father had the ability and willingness to pay, however, It 
was likely that the courts and IV-D enforcement officials would not 
force him to pay child support to the level recommended by HEW 
guidelines. 



Lonergan found an enforcement pattern that was regressive 
(in a taxation sense), such that the lower-income fathers were 
forced to pay a higher proportion of their income than were 
higher-income fathers. She speculates that enforcement officials 
feared that pushing for higher support levels would result either 
in the father's fleeing the community or in a disincentive to 
work. 

If the father's support was large enough to free the family 
from welfare, this did not guarantee long-term independence. In 
the eight cases where the father's payments were sufficient to 
eliminate welfare payment^, five families later reapplied, 

The research appears to demonstrate that enforcement efforts 
do yield some response from nonsupporting fathers. The high- 
est levels of enforcement tended to be applied against men who 
showed the best record of compliance, initially, with their origi- 
nal support order or agreement. By contrast, delinquent cases 
tend to "get lost in the files" and involve little or no enforcement 
effort. 
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Lonergan suggested that strict enforcement is likely to create 
problems for any subsequent families of these men. Some of 
these later families are already dependent upon AFDC support. 
'By pushing enforcement of support at high payment levels* to 
the first family, the burden is simply shifted to the current 
family, or to the state to increase benefits for the existing family, 

This research pointed to the linkages between welfare pa)k 
ments, support enforcement, and family status. For example, 
although 17 per cent of all these families experienced mirital 
reconciliations at various times, no couples were reconciled after 
enforcement proceedings were brought against the father. 

Finally, the study demonstrated that the welfare and enforce- 
ment systems should be evaluated in terms of long-term financial 
security and its impact on the family. 
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The growing importance of business tax incentives 

For the past four decades or more, business tax incentives 
(BTIs) have been used as tools of macroeconomic policy. Over 
the last 20 years or so, the tendency has been for corporate 
profits tax rates to be reduced and for tax credits and allowable 
deductions to be increased, to stimulate business expansion and 
employment creation. The 1980s have witnessed a continuation 
of such tax policies. 

Two of the more significant (federal) BTIs are the investment 
tax credit and the accelerated depreciation allowance. The an-^ 
nual "tax expenditures" from these programs (the. direct loss to 
the U.S. Treasury in foregone taxes) was $1.2 billion in 1062 
and rose to over $21 billion by 1982, prior to the effects of the 
Economic Recovery Tax Act. Even taking into account price 
changes, this represents more than a fivefold increase in real 
terms in 20 years. This growth rate will accelerate in the pres- 
ence of the 1981 tax reductions. The cumulative tax ex- 
penditures associated with the investment tax credit and the 
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accelerated depreciation allowance between 1954 and 1981 are 
estimated to be about $150 billion. 

Any study of BTIs must give some attention to their net impact 
on tax expenditures. By serving to reduce the costs of produc- 
tion for a business, BTIs may contribute to lower pgces and to 
an increase in the quantity demanded of the firm's products. In 
the presence of any business expansion, the net revenue effect of 
BTIs is lower than the tax expenditure data taken alone suggest. 
This net effect has been the subject of considerable interest by 
macroeconomists and specialists in > government-finance. 

Far less attention has been given to the microeconomic effects 
of BTIs. For example, businesses benefit differently from such 
tax provisions, depending, for example, on their rates of growth, 
profitability, and asset* mixes. The geographic distribution of 
firms that are mote or* less favored by BTIs is not uniform; thus, 
some regions will benefit from them more than others. 

Aside from he regional effects, BTIs need to be evaluated in 
terms of their impaCT on employment. As a BTI reduces the cost 
of capital such as machinery and equipment, two countervailing 
employment effects will occur. As the cost of capital declines 
relative to labor costs, firms may be expected to substitute capital 
for labor, thereby reducing the demand . for 4abor and the level 
of employment (the substitution effect). Mitigating this effect, 
however, is the employment creation that may result as reduced 
prices lead to an increase in the quantity erf product demanded, 
which iu turn increases the demand for labor (the scale effect). 
Clearly, the relative importance of these effects is of interest to 
persons concerned with levels of employment and unemployment 
and j^ith the desirability of various tax strategies. 

\ . 

Relating BTIs to other federal programs 

This study has two major purposes. First, Luger sought to 
analyze the microeconomic consequences of BTIs, particularly 
the differing regional employment effects. This issue is purport- 
edly {he subject of some speculation but little systematic analysis. 
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Luger argued that these regional differences are important in 
the presence of other policies that are targeted at specific areas. 
To what extent, for example, do BTIs undermine or reinforce 
federal policies designed to assist depressed areas or regions? 

Luger also sought to place BTIs into a much broader evalua- 
tive framework than had been used. For example, do other, 
more efficient methods exist for accomplishing the goals of 



This study fits neatly into a growing academic literature on the 
effects of various government programs used to stimulate pri- 
vate secLtfft investment as a means of stimulating employment, 
growth, d-ug^r summarized this literature inan extensive table and 
outlineci the research question, the evaluative criteria used,, the 
methodology employed, and the major findings of these earlier 
studies of federal programs. 

Developing data on BTIs • 

The study begins with a discussion of the development of and 
the rationales given for BTIs. Following this is a discussion of the 
previously proposed benefits of such measures both at the mac- 
roeconbmic level and at the microeconomics lev^l. Luger ex- 
plains the kinds of arguments that have been made to support or 
to oppose these changes in tax laws. 

The next stage is the development of a model of the impact of 
BTIs, measured primarily by employment changes. The data 
created by Luger to evaluate the BTIs are an important aspect of 
the study. Essentially, many of the data series that he needed 
contained fragmentary or inadequate information, thereby 
forcing him to develop usable estimates. For example, he needed 
to assemble data on investment k by Standard Industrial 
Classification' (SI C) and by Standard Metropolitan Statistical 
Area (SMSA), and to value the stock of capital available to them. 
His methodological contributions and the actual data series that 
* he generated should prove useful to other researchers faced with 
similar data gaps. m 



BTIs? 
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Luger simulated the impact of changes in the BTIs, using the 
existing distribution of industry in Philadelphia and Los Angeles. 
His focus was on production worker employment in manufac- 
turing businesses in selected years between 1962 and 1976. 

Employment effects of BTIs 

Luger found that liberalizing business taxes had both net scale 
effects (reduced costs lead to increased demand) and substitution 
effects (capital. replaces. J^bor^^dependitlg upon both industry 
and location. In the aggregate, business tax liberalization^ would 
have a much larger impact in Los Angeles than in Philadelphia. 
In most industries in both areas, the scale effect is likely to be 
larger than the substitution effect. As such, BTIs have led to 
employment growth- 



In terms of future tax expenditures, each new job created in 
Philadelphia would be twice as expensive as a job created in Los 
Angeles. 



The job creation of BTIs was far more significant in Los 
Angeles, relative to existing unemployment, than in Philadel- 
phia. In terms of future tax expenditures, each new job created 
in Philadelphia would be twice as expensive as a job created in 
Los Angeles. According to Luger, this interregional difference in 
impact is not in tune with the national policy of aiming support 
at economically distressed areas. Employing that criterion, sup- 
port would have been targeted more at Philadelphia than at the 
relatively better off Los Angeles. ^ 

Until this study, /much of the debate ov$f the suitability of 
BTIs focused. on the trade-off between job creation and U.S. 
Treasury revenue loss. This' study suggests a different sort of 
trade-off as well: overall job growth or more regionally balanced 
economic development. This consideration can only add to the 
quality of the debate over BTIs. 
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Encouraging employee ownership of business 

The government of the United States 'has clearly expressed a 
policy of favoring businesses that are owned, in part at least, by 
their employees. One such indication of this preference is found 
in the treatment of Employee Stock Ownership Plans (FSOPs), 
which were first recognized in the law in 1973. In 1974, the 
Employee Retirement Income Security Act (ERISA) defined ar« 
ESOP as being "designed to invest primarily in qualifying securi- 
ties" with the purpose of giving "the employee-participants rn 
interest in the ownership and growth of the employer's busi- 
ness." A variety of businesses had provided such benefit pro- 
grams to their workers even prior to 1973, and without qualify- 
ing for the preferred tax treatment of qualified plans. <5ther 
subsequent legislation has further extended the range of ESpPs. 

The employer's financial contribution under a qualified ESOP 
is limited annually to 15 per cent of the total compensation paid 
to participating employees. Thus, a business buys shares of its 
own stock for its workers and receives favored tax treatment. 
Workers electing to participate may be subject to a required 
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contribution of up to 6 per cent of their earnings, If they choose 
to, however, they may contribute up to 10 per cent. Since income 
taxes are deferred on these contributions, there is an obvious 
incentive for workers to participate. * 1 

The goals of ESOPs envisioned by supporters of such legisla- 
tion include benefits to emptoyers, workers, and the U.S. Trea- 
sury. Employers can benefit directly from a variety of tax ad- 
vantages that accrue to them if they have a qualified plan. Tax 
benefits for employees are quite direct as well. The ^primary 
benefit for all parties, including the U.s! government, is antici- 
pated to be an increase in productivity that results when em- 
ployees J^ave a direct stake in the well-being and profitability of 
the businesses employing them. To the extent the ESOPs con- 
tribute to greater profitability, tax^mmtts of the government 
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may ultimately be Ijigher than they would* have been. Though 
employers were able to provide portions of ownership to workers 
prior to these changes in the tax laws, the impact of the legisla- 
tion is to enhance their attractiveness for businesses. 

The economic implications of ESOPs 

The purpose of this study is to analyze the impact of employee 
ownership of stock in the firm employing them. What are the 
advantages and disadvantages to firms considering using this 
scheme? In what form should the ownership be held? To what 
extent can such plans shield a company from a hostile takeover 
by another business? What are the macroeconomic implications 
of ESOPs? What differences can one expect to find in companies 
whose shares of stock are not publicly traded? 

Taylor suggested that there are four sets of factors that are 
considered by firms and employees in judging whether to use 
employee stock ownership as an element in an optimal employ- 
ment contract. In a microeconomic framework, he assessed the 
implications of ESOPs for: 

• ownership in the employing firm by employees as part of the 
preferred compensation package 
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• incentive effects on 'productivity and informatioivJlows in the 

firm 1^ 

* the potential for participation in the oversight of thvf firm Jby 

stock-owning employees 
•job and financial mobility considerations of employees ft 

In addition, there are a variety off direct tax bejafits to a firm 
adopting an ESOP. One of these is its potential as a substitute for 
alternative ways 'of providing employee pensions that may he 
potentially more expensive because of the requirements of 
> ERISA. 

Employee stock ownership in theory and practice 

Taylor's study consists of four parts. In the first, he spells out 
the details of the law regarding ESOPs. For those persons un- ^ 
familiar with t|gf legislation, this portion of the study is useful in 
understanding the law's non-tax, non-financial aspects. For 
example, Taylor explains voting by shareholders, stock distribu- 
tion eligibility, vesting, and trust responsibilities. 

The second part is the microeconomic analysis of ESOPs. This 
section gives very broad coverage to the theoretical consid- 
erations that are offered by the parties in initiating such a pro- 
gram. 

The third part summarizes four separate studies that have 
been completed on the effects of ESOPs. Specifically, he reports 
the findings of surveys done on ESOPs by UCLA's Graduate 
School of Management in 1977* (180 firms responsed); the 
U.S. General Accounting Office in 1980 (16 firms studied); the 
University of Michigan's Survey Research Center study (date not 
given) of 98 firms, 68 of which had stock ownership plans and 30 
had direct ownership; and an older study of worker-owned 
plywood plants in the Pacific Northwest. While the reviews are 
uncritical, those interested in ESOPs will find this section to be a 
useful, brief compendium of earlier studies. 

In the final part, two case studies are used to compare the 
experiences of two employee-owned newspapers, t&gMilwaukee 
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Journal and the Kansas City Star. The former appears to be a 
successful enterprise while the latter was sold to a major com- 
munications conglomerate after encou iiw r ift g^Swne significant 
economic difficulties. The sale endpa the employee-ownership 
status of the paper. Both of Jnese papers had employee 
ownership for over 40 years. A^such, these firms did not need 
ESOP legislation to develop tWeir programs. An analysis of tteir 
financial and operating 'tradf records, however, is instructive in 
terms of the implications *ti employee stock ownership. 

✓ 

Case studies of two employee-owned newspapers 

At the present time, over 90 per cent of the Milwaukee Journal 
is owned by employees; the stock is not publicly traded. The 
implications of employee stock ownership on the valuation of the 
shares is explored at length. The ownership percentage by Kan- 
sas City Star employees was also very high prior to its sale, 

Taylor found that mechanisms can exist f6r transmitting in- 
formation about job performance and firm oversight in 
employee-owned firms. These mechanisms may be present, 
however, in firms that are not employee-owned. Further, an 
employee-owned business is as capable of being mismanaged* as 
any other business, although the owners are more likely to know 
about it in employee-owned firms. The Kansas City Star appears 
to have been inefficient and significantly overstaffed. The lack of 
serious competition permitted it to continue to exist this way for 
a long time. 



. . . An employee-owned business is as capable of being misman- 
aged as any other business, although the owners are more likely to 
know about it in employee-owned firms. 



At the Milwaukee Journal, employee stock ownership made a 
contribution to the success of the paper. Taylor noted especially 
the usefulness of the information that flowed to management 
from workers. 
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Employee stock ownersnip^appears to have little directlmpact 
on turnover by employees. The" deferred compensation plan, 
however, appears to have reduced worker mobility. (Such a p^lanj 
however, need not be linked to employee ownership of the firm.)^ 
At the Milwaukee paper, Absenteeism may have been reduced 
because of employee ownership, but only marginally. 

Finally, the researcher observed that several large companies 
have cited regulatory constraints and uncertainties as the sources 
of delay in their implementing ESOPs. The programs operate 
under the direction of the Department of Labor and the Trea- 
sury. 
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Labor unions and Tide VII of the Civil Rights Act 

Passage of the Civil Rights Act of 1964 left few' areas of the, 
labor market unaffected. Not surprisingly, considerable research 
has been done to observe, measure, and evaluate these effects. 
The bulk of this work, however, has tended to focus only on the 
response by employers to the act. Very little attention has been 
givetf to the pattern of response by labor unions, although this t 
law clearly forbade unions from discriminating against persons 
on the grounds of their race, color, religion, sex, or national 
origin. 

The 1964 law was not the first law or ruling to limit a union's 
ability to engage in discriminatory practices. For example, the 
U.S. Supreme Court held in Steele <u. Louisville &f Nashville Rail- 
road (1944) that the legal right to exclusively represent em- 
ployees imposed a corresponding responsibility on the union to 
represent all employees without discrimination. The Labor Man- 
agement Relations Act (1947) outlawed certain discriminatory 
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practices by labor unions. Yet in 1958 the sixth U.S. Circuit 
Court of Appeals ruled that unions were private organizations 
"wfcose membership policies were their own .affairs, and there- 
fore might exclude Blacks" (Oliphant v. Brotherhood of 
Locomotive Firemen and Enginemen). 

Many unions and the AFL-CIO supported the Civil Rights Act 
although they were concerned with the impact of the law on 
existing conditions resulting from past practices. Specifically, 
what impact would this law have on prevailing seniority rules? 
To allay the concerns of those otherwise supportive union offi- 
cials and members, Congress declared lawful bona fide seniority 
or merit systems that were not the product of an intention to 
discriminate. It has been left to the courts to give meaning to this 
provision and it has been a source of both controversy and 
uncertainty. 



Changing union practices since 1964 

This study investigates the effect of equal employment op- 
portunity legislation on unions. To what extent have changes in 
law affected the ways in which unions behave in terms ofvtheir 
members, other workers, and collective bargaining practice**. 



What factors explain why some unions have been more affected 
than others? Do union members perceive changes in union 
practices that are a product of this civil rights legislation? 

These questions and related ones could be posed by several 
types of researcher s using different kinds of frameworks — for 
example, the economic impacts, legal developments, national 
political responses, union growth, changes in the composition of 
membership. Given a wide range of methodological alternatives, 
Wesman opted to employ an existing model of organization 
behavior theory from which she drew a number of hypotheses. 
She also drew upon the literature of industrial relations and the 
work of legal experts. 
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An analysis of the brotherhood of railway, airline, and 
steamship clerks 

Data were gathered in three ways for this study. Union offi- 
cials, company EEO officers, attorneys, and union members were 
interviewed. The focus of these interviews was the impact of EEO 
pressures on their organizations. Special attention was given to 
the experience of a single union, the Brotherhood of Railway, 
Airline, and Steamship Clerks (BRAC). This union had a history 
of racially segregated locals. As late as 1947 full membership in 
BRAC was restricted by its constitution to whites only. Women 
appear to have received relatively equal treatment within the 
union for many decades before the 1964 law was enacted. That 
legislation was the first effective source of pressure on the union 
to provide equal treatment by race to workers. 

Second, Wesman analyzed documentary literature including 
court cases, union publications, and transcripts of the union's 
national conventions. 

Third, a questionnaire was mailed to a satnple of 330 union 
members employed by the Chicago and North Western Railway 
in Chicago and Minneapolis- St. Paul. They belonged to four 
lodges (union locals) that were selected on the basis of their racial 
and gender mix and the job classes represented. Approximately 
one-third of those .surveyed provided usable responses. 

The main body of the questionnaire contained 130 one- 
sentence items. The respondents indicated their agreement or 
disagreement using a 5-measure scale. From the 130 items, 21 
scales were developed. These clusters included, for example, 
perceived union effectiveness, perceived achievement of EEO 
goals, perceived union-member conflict, perceived equity of 
grievance handling, perceived union-member communication, 
discontent with union representation, perceived change in union 
goals, along with 14 other scales. Based on an analysis of the 
responses, several of these scales were discarded and a number 
were revised. Wesman also used stepwise regression analysis. 
Results from ihc quantitative analysts #vere compared with the 
findings based on her interview and documentary research. 

86 
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Organizatibhal change 

Overall, 27 hypotheses ancLsubhypotheses were tested in the 
data analysis; 1 3 ^were supported. Clusters of questions asked 
about: J 

• discontent with union representation — for example, has the. 

union treated all members fairly? 

• intent to use voice option — for example, does the worker want 

more say in what the union does? 

• intent to use exit$option — for example, does the worker wish 

to leave the union? 

• perceived unjjfcn effectiveness — for example, in negotiations, 

does matuqffement usually win over the union? 

In general the effects of EEO were moderate and localized 
to a few specific areas of union activity. Some unions conducted 
business as usual. Other unions began educational efforts. Sev- 
eral added aVi EEO officer. Where rank and file acceptance of 
EEO goals was relatively strong, as with the United Steelworkers 
of America, the EEO-stimulated union response seems to have 
been stronger than in those unions where member acceptance 
was low. 

Analysis of the responses to the questionnaire provided no 
support for the view that organization responses led to member 
reactions. Interviews indicated, however, that EEO led to an 
increase in grievances and a heightened concern about union 
representation and intramembership conflicts. 



Interviews indicated. . . that EEO led to an increase in grievances 
and a heightened concern about union representation and intra- 
membership conflicts. 



Some union members perceived the union to be increasingly 
sensitive to grievances filed by minority or female members. The 
membership perceived no increase in communications from the 
union in response to EEO. None of the data sources provided 
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n the quality of 
1 was perceived 



any indication that EEO had led to any change 
the labor-management relationship. No link at a 
by union members surveyed between EEO-related envi- 
ronmental change and union effectiveness. The interviews and 
documentary evidence, however, pointed to th<: "force of law" 
arguments that stood behind the equal pay goals of the uniqn. 
Some saw the law as weakening the union's effectiveness in some 
.areas. For example, EEO was also seen as providing an alterna- 
tive to the grievance machinery for some mempers who would 
then not need the union for assistance. Wesmad concluded that 
the unions ability to represent its members and us base of power 
* have been unaffected by EEO pressures and ensuing responses 
by the union or its members, / 
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The response by labor to technological change 

For some industries, significant technological change has led 
directly to the displacement of Workers. Resistance by workers 
potentially affected by such changes has taken many forms. 
Unionized workers appear to have been especially effective at 
slowing this process, particularly in certain sectors of the econ- 
omy. For several reasons, this situation has received considerable 
attention in recent years. For one, aggregate dNft on labor pro- 
ductivity h«\s shown that there was very little growth and even 
periods of decline in the late lj?70s and early 1980s. This, in 
conjunction with a growing imbalance in the nation's interna- 
tional trading position, gave rise to increased private and public 
concern regarding labor productivity. 

For another, the rapidly changing character of labor- 
management relations has led to dramatic departures from the 
practices and norms of only a few years ago. Many current' 
responses by unions and employers to changing technology 
would have been unthinkable only a few years ago. 
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Labor-management accommodation in the New York 
longshore industry 

The focus of this study is the experience of a single industry 
that developed a unique approach to change. In the mid 1960s, 
East Coas* shippers and stevedores reached agreement with the 
International Longshoreman's Association (ILA), whereby the 
former were permitted to introduce or widen the usage of con- 
tainerized cargo. By allowing employees the right to use this 
Tabor-saving technology — a major .change in existing work 
rules — the ILA was granted a significant and innovative wage 
benefit in return. A class of high-seniority workers was given the 
assurance of a guaranteed annual nufcibei\ of hours of paid 
employment regardless of the actual number of hours worked. 

The system now assures that these workers receive a guaran- 
teed income for 2,080 hours of work a year, though most are 
required to work only a few days a year, if at all. Each day these 
men report to a hiring hall and spend one to two hours there, 
before being told that their services are not needed. Income for 
a day of actual work is only slightly more than iheir compensa- 
tion under the program. 

' Changes in the peed for manpower in this industry are dra- 
matic. In the 1950s, according to DiFazio, 48,000 persons 
worked on the New York- New Jersey docks. At the time of this 
study about 12,000 longshoremen regularly worked on these 
docks. 

The purpose of this study is to examine the impact of the 
guaranteed annual income on the lives of these workers. All the 
men involved were at least in their late 40s. Therefore, the study 
is somewhat similar to those that have examined the conse- 
quences for individuals of early retirement programs. DiFazio 
posed three questions to be examined in his work. First, what are 
the sociological and organizational implications of a job where * 
issue* regarding working conditions no longer matter? Second, 
what happened to these men in terms of their attitudes or of 
finding other work when the threat of income and job" loss no 
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* longer exis.t? Finally, how»is a working-class community life af- 
fected by a scheme providing guaranteed Income and a minimal 
amount of time spent at work? « 

Living with the longshoremen 

DiFazio integrated himself in^o the daily routine of the 
longshoremen that he studied. He selected a relatively close-knit 
group of 35 men between the^ages of 45 and 60 who "worked" 
out of the hiring hall at 60th Street in Brooklyn. Most of the men 
were of Italian extraction, and they began working on the docks 
when they were 16 or 17 years old. Nearly all the men were 
married with childrer^or grandchildren. Four members of Di- 
Fazio's immediate family have been longshoremen with charac- 
teristics similar to 4 'the group under study here. It allowed him' to 
gain these workers' confidence and observe their life accom- 
modation to the guaranteed annual income. This group of men 
"only worked a few days in the last three years." 

DiFazio was with the group from 7:00 a.m. when the hiring 
hall windows opened until they were through for the day at 8:50 
- to 9:00 a.m. At that point the men scattered, though DiFazio 
spent additional time with individual workers. 

The human consequences of the guaranteed annual 
income 

The study sheds light on a variety of issues. For example, 
attention was devoted to how the union obtained the guaranteed 
income program; how the men viewed their union and on their 
political views. Also, it used this case study as a means to observe 
much broader matters such as issues of class, exploitation , 
sources of social change, and the role of labor in contemporary" 
American society. 

For persons concerned with employment and trairiing, several 
issues and findings will be of interest. First, despite the men's 
'obvious pride in their former accomplishments as longshoremen, . 
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they apparently went to considerable lengths to avoid working 
when given an opportunity to do so. Clearly, there was very little 
« incremental financial incentive for them to take the work. Yet 
this strongly consistent pattern appears surprising in the light 
of statements by workers indicating ,that they missed the 
camaraderie of the work. It is similar to the nostalgia expressed 
by military veterans Who were pleased to leave the service and 
would not return of their own volition. What may set apart 
longshore work (and the military) from much other work in our 
society is its inherent physical risks. Most of DiFazio's sample 
consisted of sufvivors, that is, men who had worked for 30 or 
more years and who retained no permanent physical disability 
because of it. In that light, their demonstrated avoidance of 
actual work is easier to Reconcile with the pleasures they had in 
reliving past workplace experiences. 

Of the group of 35 men, the only ones to take second "jobs" 
were those who had moonlighted while still working (actively) as 
longshoremen. The majority of the men did not work at other 
jobs — on or off the books— and instead used their considerable 
amounts of free time in activities related to their families 
(babysitting or cooking and cleaning), sports (primarily as 
spectators and in gambling), civic or community activities, or 
union affairs. These mpn wereVfectively precluded from avail- 
ing themselves of retraining yr from seeking other full-time 
work. 

The men seemed quite content with their situations, and there is no 
sense that they were frustrated by their lack of productive work as 
longshoremen. 

) 

i 

These men believed that they had earned this privileged posi- 
tion of drawing pay for no actual work. Strikingly, nothing in 
DiFazio's study suggests that this led to a loss of any self-esteem. 
The men seemed quite content with their situations, and there is 
no sense that they were frustrated by their lack of productive 
work as longshoremen. 

* 
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Their daily activities away from the hiring hall appear to have 
' provided adequate outlet and reinforcement of their self-esteem* 

Lurking behind "the study is the question of the most humane 
way to deal with permanent job displacement of the sort en- 
countered in New York longshore work. The union's willingness 
to accept containerization was* bought with the guaranteed an- 
nual income provision of the contract. Many will see this as a 
victory for the workers involved. Yet by having the mejn uselessly 
tied to the hiring hall for the very rare instances when they are 
needed to work, the agreement effectively blocks these men 
from using their skills in the workplace. 
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The size of labor ufiion membership 

Three decades ago, a debate broke out over the future course 
of unionism in the United States. On one side was a group 
known as "saturationists," who argued that American trade 
unions' had hit their peak in membership and organization and 
that their size would decline relative to the overall labor force. 
*On the other side were those who suggested that American 
unions were on a plateau and that a future surge in membership 
could be expected. According to this view, the history of trade 
union growth was not one of steady, long-term growth, but 
instead a series of spurts each followed by periods of consolida- 
tion. This group argued that the early 1950s was a temporary 
lull before renewed growth. 

The issue of union membership is more than a matter of 
academic curiosity. It is widely acknowledged that union growth 
or decline serves not only as an indicator of the strength or 
vweakness of trade unions; it is also a source of that strength. For t 
example, a larger labor rpovement is seen as the source of more 
money, campaign workers, and voters for politicians that are 
sympathetic with the aims of the union. 
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Most of the past research in the field of trade union member- 
* ship has pointed to four sources of union membership change. 
First, a variety of economic determinants affect union size. Aside 
from changing price levels and business profitability, a consistent 
finding is the positive association -between the business cycle (or 
labor market tightness) and union growth. 

Second, the political and social climate in which labor and 
management find themselves affects union strength. For exam- 
ple, some theorists have argued that during periods of social 
. crisis, workers turn to unions, and membership grows. 

Thirdv4he public policy or legal cbntext affect membership; 
According to this view, the surge in unifcn membership in the 
1930s was largely a product of the Norms- LaGuardia Aci, the 
National Labor Relations Act, and oth^* legislation viewed as 
highly supportive of trade unions. 

Fourth, strategy and organization of ihe unions and of man- 
agement determine union strength. The quality of the lead- 
ership of a union or the trade union movement helps explain 
union membership expansion or contraction. 

With the advantage of three decades of hindsight, it is appro- 
priate to ask which prognosis of the unions' future has proven to 
be correct. If one applies a strict yardstick, both those who 
predicted decline and those who predicted resurgence were less 
than prescient. Trade union membership as a proportion of the 
nonag"ic:ultural labor force reached a peak in 1956 and has 
fallen since then. At the same time, however, unionism has 
grown considerably among white-collar and public sector em- 
ployees since 1961. This growth has kept total union member- 
ship from declining at a precipitous rate over the past two dec- 
f\ ades. 

The growth of unionism in the public schools 

• The general purpose of this study is to refine the existing- 

theories of union growth and union character, with a, view 
toward enabling researchers to better predict future changes. 
The more specific goal is to explain the growth of unionization 
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among public school teachers in the United States in the pa^t 20 
years. ^ . ^ 

Saltzman examined the economic, political, legal, and organi- 
zational context in*which teachers unions h^ve mushroomed. He 
argued that there are several reasons for studying the experience 
of this occupational group. First, teachers share many of the 
same characteristics of workers who are currendy not unionized, 
and thus may provide more informed projections of future 
union growth, Second, union growth has been stimulated by the 
competition of two large organizations that have sought to repre- 
sent teachers. Saltzman believes that a study of this sector will 
contribute to an appreciation of the relative effectiveness of 
alternative union strategies, It can also shed light on the impact 
of rival unionism on union growth. 

Analyzing state differences 

Saltzman used several different approaches to analyze the 
questions he raised. First, using published materials he examined 
the spread of teachers unions since the early 1960s. When were 
laws enacted by the states that contributed to union growth? 
What did these laws provide? Aside from an analysis of the laws, 
he examined historical documents. 

Second, much of the study was shaped by the product of 
extensive and loosely structured interviews, of 70 people, 22 of 
whom were associated with the American Federation of 
Teachers, 24 with the rival National Education Association, 13 
with school management, and 11 othefs, including academic 
researchers, with experience in this field. 

Third, this review of the historic record and the per^pnal 
interviews allowed Saltzman to specify five separate models of 
bargaining coverage and teacher bargaining laws. Each model 
was estimated using multiple regression techniques. Aggregate, 
statewide data from 1959 to 1978 were used tocestimate the 
regression coefficients. In some cases, cross-sectional data were 
pooled with time series data. 
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Saltzman's first model focused on the extent of interstate vari- 
ation in collective bargaining for teachers. This model attempted 
to explain the annual change in the proportion of teachers in a 
state covered by bargaining contracts. The second model sought 
to explain the level of (not the changes in) the proportion of 
teachers in a state covered by a union contract 

A third model asked why the "market share" of the AFT was 
larger in some states than in others. The fraction of teachers 
covered by collective bargaining whose contracts were negotiated 
by the AFT was the variable that Saltzmarv analyzed. 

The fourth model dealt with the reasons that states change 
their collective bargaining laws. As such, what variables • e re- 
lated to the probability that the state's bargaining law for 
teachers became more pro-union during a particular bienrjium* 

The last model focused on the character of* the law enacted by 
a state that changed its taw. Saltzman sought to find correlates of 
these categories of state practices: 

• explicit prohibition of collective bargaining by teachers 

• no existing statute or applicable court ruling regarding the 

right to collective bargaining 

• school boards expressly authorized to bargain 

• school boards required to bargain with unions representing a 

majority of teachers 

• administrative agencies that determine bargaining units and 

enforce unfair labor practice prohibitions 

• compulsory arbitration or a right to strike 

• 

Sources of union success , 

Teachers unions can exist even where a state's collective bar- 
gaining law is not conducive to cdllective bargaining. It is also 
possible that state laws encourage unionism even in the absence 
of widespread teacher representation. Industrial relations spe- 
cialists have defeated whether supportive legislation leads to 
growing unionism or if it is the consequence of it. Contrary to 
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what many earlier researchers have reported, this study found 
that the enactment of mandatory bargaining laws is tnore im- 
portant than other factors in explaining the growth of teacher 
bargaining coverage. Other factors that are important in ex- 
plaining the extent of teacher unionism in a state are. the pro- 
portion of teachers in the state" that are male, the degree to 
which the state is industrialized, and the state's 'unemployment 
rate. 

The most important factor associated with the share of 
unionized teachers belonging to an AFT affiliate was the fraction 
of the labor force in that state belonging to all unions. The 
AFT tended to best the NEA in states where private sector 
unionism was more pervasive. 



The most important factor associated with the share of unionized 
teachers belonging to an AFT affiliate was the fraction of the labor 
>force in that state belonging to all unions. t 



In seeking to explain why a state might make a pro-union 
change in its bargaining law during a biennium, Saltzman found 
several statistically significant relationships including the bar- 
gaining law pattern set by contiguous states. Other variables that 
were associated with pro-union legislation were recent gains for 
the state's Democratic partv; the elimination of patronage in 
government employment; iigher levels of industrialization; 
greater strength in the state for the American Federation of 
State, County and Municipal Employees (AFSCME); and previ- 
ous increases in bargaining coverage. Do permissive laws account 
for the growth in union coverage) or is it that growing unionism 
leads to more laws that are more favorable to bargaining? He 
concluded that the impact of legal changes on the extent of 
bargaining wa* more important than the impact of growiifg 
bargaining was h\\ the type of law in effect. 

Laws tended to be permissive or positive toward teachers 
unionism in those states with relatively high real per capita in- 



54 



BARGAINING BY TEACHERS 



come, AFSCME membership, total union membership, and ur- 
banization and where a large proportion of neighboring states 
had mandatory bargaining laws. 

Saltzman argued that teacher bargaining spread in part be- 
cause school boards and superintendents have accepted white- 
collar unionism more readily than did private-sector employers 
when they were first confronted with laws giving rights to collec- 
tive bargaining; Also, competition from the AFT helped spur the 
transformation of the NEA into a trade union. Saltzman found 
that in some large school systems, collective bargaining preceded 
the enactment 0 of laws requiring the recognition of majority rep- 
resentatives. In conjunction with his finding that the enactment 
of supportive legislation is a major determinant of bargaining 
coverage, the primary impact of legal changes are likely to be felt 
in small and medium-size school systems. The unionization oC 
very large school systems appears to be less dependent on sup- 
portive legislation. 



\ 



///. THE JOB SEARCH PROCESS \ 



JJNEMPLOYMENT DURATION . 
AND REEMPLOYMENT ( 

DISSERTATION TITLE 

Unemployment Duration atui the Quality of Reemployment After Layoff as a Function of 
Itidividual Differences in Uibor Market Behavior 

AUTHOR 

Mary Lynn Braswell 

Graduate School of Business 
Columbia University 



Structural unemployment and duration of joblessness 

Unemployment rates for the decade of the 1970s reached the 
highest level since the 1930s. For that reason alqpe, it is hardly 
surprising that many researchers have examined both the 
sources and consequences of these high rates* One area of 
analysis that has received considerable attention is the duration 
of unemployment for the individual worker. A substantial re- 
duction in the average worker's duration of unemployment can 
reduce the unemployment rate considerably. Alternatively, the 
increase in unemployment rates over the past 20 years may be 
attributable to certain changes that have increased the length of 
time that unemployed workers spend between jobs. 



. . / Almost 60 per cent of the sample felt that their previous work in 
the public sector hindered their employment search. 
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Changes in the duration of unemployment may have consid- 
erable consequences for public policy. Put simply, very short- 
term, frictional unemployment is unlikely to respond to public 
policy measures, nor may it be an especially significant problem 
that needs such attention. Longer-term unemployment may be 
primarily a phenomenon of the business cycle, and as such is 
thought to be most appropriately dealt with through monetary * 
and fiscal policy. Unemployment that is resistant to such policy is 
seen as structural in nature. Structural unemployment has been 
the primary focus of employment and training programs. Not 
surprisingly then, issues relating to the length of the spell of 
unemployment have received considerable attention from man- 
power research specialists. 

Measuring the success of job search efforts 

Buiswells study has two broad goals. First, it seeks to identify 
those variables that can explain the duration of one's unem- 
ployment. What persona) characteristics of the worker, including 
his financial status and his behavior, explain the duration of the 
period of unemployment? To what extent do local labor market 
characteristic* also explain such differences in success in finding 
work? Second, it seeks to explain those factors that relate to the 
quality of the employment found by the worker. Braswell sought 
to identif y those factors that explain the success that unemployed 
job seekers have in terms of the nature of the work ev^htually 
taken. Indeed, she also sought to predict who will remain at the 
newly found job and who will become unemployed again. 

Sources of prolonged job search in unemployed public 
sector workers 

BraswelTs study relied upon data derived from interviews with 
1 H5 professional New York State government and New York City 
municipal employees who lost their. jobs in ^ 970-78. The sample 
was drawn from three occupations— high school teachers, city 
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probation officers, and former state workers residing in New 
York City. Trained interviewers used a survey instrument con- 
taining 143 questions, many of which were divided into item- 
level subparts. These questions along with 13 open-ended ques- 
tions, provided Braswell with the data base that became the core 
of the analysis. 

The group studied was characterized as primarily 
professional/technical workers (87 per cent), very well educated 
(the average respondent had over 17 years of education, and 
white [ 90 per cent). The sample was expressly limited to individ- 
uals who received, or were eligible to receive, at least three weeks 
/of unemployment insurance benefits subsequent to their layoff. 

Using the theoretical constructs and empirical findings of ear- 
lier researchers, predictor variables were grouped into eight con- 
ceptual constructs: 

• worker qualifications: these variables were represented by age, 

educational aitainment level, total years of work experience, 
pre-layoff occupation, and unemployment experience prior 
to this spell 

• the labor market: the extent of unemployment in the area 

prior to the worker's layoff was used to measure conditions 
in the market * 

• financial incentives: these variables sought to capture the fi- 

nancial condition of the unemployed worker and included 
the number of dependents, the degree of income loss, and 
changes in consumption patterns following loss of work 

• psychological incentives: included here were measures of the 

respondent's work ethic and the extent to which he or she 
was committed to the goals of economic and occupational 
achievement 

• job aspirations: this was an attempt to evaluate the clarity or 

'specificity of the job preferences held by the unemployed 
person 

• wane aspirations: this variable measured the percentage 

change in wages from the city or state job that was lost to the 
one eat tied af ter the layof f 
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•job search: a set of variables was used including the ^umbers of 
methods used to look for work, the types of jobs applied 
for, and the hours each week spent in search 

•job offers: this variable was the number of job offers received, 
adjusted for the length of time unemployed 

These clusters of variables were used to explain the duration 
of unemployment. Braswell used a path analytic model to sort 
out the predictor variables and to assess the direct and indirect 
contribution of each of the predictor variables. 

The same set of predictor variables was also used to evaluate 
the quality of the job eventually taken. Six separate variables 
were used to measure quality, including socioeconomic status or 
prestige, expressed satisfaction by the worker, and attitude 
toward turnover as well as actual turnover in the new job. 

Predicting outcomes of job search 

The study has too many findings to allow more than a cursory 
summary here of the more important ones. Braswell was not able 
to predict very well the qualitative outcome of the search process 
but did fare better in answering the duration question. Major 
findings of the study were: 

•job search efforts were the major factor explaining the dura- 
tion of unemployment: the more extensive and varied the 
means of search used, the shorter was the period of unem- 
ployment 

• the extent of job search efforts had little impact on the quality 

of the job found 

• the greatest influence on search behavior was the respondent's 

initial job aspirations: rigid adherence to these aspirations 
extended the duration of unemployment, especially for 
non-wage job aspirations 

• the larger one's level of financial resources (assets), the less 

active and extensive was the job search 

• wage declines did not vary with length of time unemployed 
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• almost 60 per cent of the sample felt that their previous work 

in the public sector hindered their employment search. 
Three reasons were given: about half thought that em- 
ployers believed that they would work only temporarily and 
return upon recall tQ their previous jobs; a quarter believed 
that employers were prejudiced against them, thinking that 
^public sector workers Were lazy, incompetent, etc.; the bal- % 
ance found that,public sector backgrounds were harmful in 
search because employers viewed them as overqualifled or 
too specialized in their skills 

• workers who experienced the greatest cutbacks in consumption 

and who had the largest number of financial dependents 
experienced the largest wage decline in jobs found 

• the greater the job satisfaction, the greater one's qualifications 

fit a job as assessed by the respondent; and the srnaller the 
downward occupational change, the smaller the probability 
of a subsequent job change 
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Explaining occupational choice 

Over 200 years ago the father of modern economics, Adam 
Smith, suggested that job seekers evaluate the attractiveness of 
job alternatives oij the basis of their comparative wages, 
agreeableness, amount of training required, responsibility en- 
tailed, and likelihood of future success. No order of priority 
among these five was suggested. With several different factors of 
importance to a job seeker, some scholars have argued that 
trade-offs could occur such that a higher ranking on one of these 
values could compensate for a lower ranking on another. Since 
Smith's time the preponderance of views regarding job choices 
has been consistent with his general proposition, that is, that the 
choice of an occupation or a job is made within a framework of 
maximizing one's overall expected advantage. 

For the past few decades, however, the use of this framework 
has come under attack Challenges to this point of view have 
come from several sources. Some scholars argued that the pro- 
cess of job choice was nonmaximizing because evidence demon- 
strated that some individuals accepted the very first offer that 
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met or exceeded some basil, acceptable wage level (the reserva- 
tion wage). Others pointed to certain human cognitive limitations 
as the basis of suboptimizing behavior. 

One recent argument is that there are widespread individual 
differences in choice strategy. Accordingly, it may make little 
sense to argue that a single, general model of choice is appropri- 
ate. 

The exploding 'volume of research and literature on job search 
demonstrates that it is not simply the characteristics of a job that 
determine what a person will find and take. Both the knowledge 
of labor market conditions and the intensity of job jearch affect 
the type of choices that will be available to the iijftividual. # 

Expectancy theory proposes that the decision f® pursue an 
alternative job depends not simply on its characteristics, but on 
the perception that the pursuit will result in success. While not 
inconsistent with the maximizing behavior modeled by 
economists, expectancy theory emphasizes the importance of the 
belief that the search and screening processes will meet with 
success in the form of a job offer. ' 

The factors that explain occupational or job choice are of 
imm ense uiipflf fance to a wide variety of individuals. Employ- 
ment recruiters, personnel specialists, school counselors, admin- 
istrators of employment and training programs, and private and 
public sector job placement officials, to name but a few, must 
regularly deal with such issues. How do individuals make career 
choices? What factors seem to play the most prominent role in 
these decisions? Is behavior consistent with individual ex- 
pressions of preferences? / 

Factors related to individual job choice 

The purpose of this study is to evaluate how individuals make 
choices among alternative job opportunities. Ryne^pecific ob- 
jectives included the determination of the relative importance of 
pay, type of work, geographic location, and the likelihood of 
rapid promotion in the job preferences of undergraduate stu- 
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' dents who were soon to graduate and who were given informa- 
tion about hypothetical job opportunities. 
Several of the basic questions analyzed were: 

• is the range of potential salaries among alternative hypotheti- 

cal jobs important in explaining individual responses? 

• what differences exist between irtdividual expressions of gen- 

v erally desirable job attributes and their own responses to 
various hypothetical jobs with specific clusters of work char- 
acteristics? 

• in assessing trade-offs among the characteristics of hypotheti- 

cal job opportunities, does the salary variable move in a 
smooth, incremental manner or in terms of larger, discrete 
blocks? 

Experiments on business and education students 

Rynes used two distinct studies or experiments to test various 
issues relating to occupational or job chcfice. In her first study, 10 
management-marketing students at a major midwestef n univer- 
sity were asked to evaluate hypothetical job descriptions, appro- 
priate to their educational training. Since job placement statistics 
showed that starting salary options for such students at that time 
varied by $8,000, this group was thought to be An ideal one for a 
study of reactions to pay differentials. Aside from salary, job 
descriptions provided information on geographical location, type 
of work, and opportunities for advancement. The subject^ were 
asked to apply the same standards that they Intended to use in 
their job searches. They were asked to assess both the attractive- 
ness of the hypothetical jobs being described and whether they 
would want to interview for any of these jobs. Each subject saw a 
card containing one of two types of work (Gales trainee or man- 
agement trainee), one of three possible locations, one of five to 
ten possible salaries, and one of two lengths of time before first 
promotion. 

Subjects participated individually in two experimental sessions 
where they were shown descriptions of the hypothetical jobs. 
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Aside from the assessments of the jobs,, the subjects provided 
self-reports on those job attributes they considered to be impor- 
tant and self-perceptions of evaluative strategies. These data 
were designed to determine the degree to which the self-report 
provided equivalent result* with the data on whether they wished 
to interview various firms with specific characteristics. 

The second study focused on the impact of expectations on 
judgments of job attractiveness and the willingness to interview 
for the position. In this experiment, 10 elementary education 
students were selected to participate as subjects because of the 
very poor labor market demand for students from this field for 
several years prior to the research. For this reason it was th< aght 
that information pertaining to the likelihood of obtaining a job 
offer would be of greater meaning to these students. 

Data from the education placement office at the university had 
shown very little spread in starting wages offered to this type of 
student. For this reason salary was not one of the variables 
included in the various job descriptions for these students (sub- 
jects were aware of the uniformity of low wages in this field). 
The students were shown jobs that varied by geographic loca- 
tion, type of school, and the grade level to be taught. Each of 
these characteristics was assigned three levels of expectancy, that 
is, the probability that the individual would receive a job offer if 
he or she were to interview for.it. No explanation was given to 
the subject as to the source of these probabilities. 

» 

The importance of alternative job attributes 

One of the most significant results of the first study was the 
consistency with which .salary was the most important factor in 
the subjects' assessments of job alternatives. For all 10 subjects in 
the first study, no other attribute of a job surpassed salary in 
contributing to a subject's preferred job choice. While no one can 
doubt that pay levels matter, some scholars have placed other job 
attributes above it in importance to job seekers. Rynes speculates 
about several reasons for her findings. She cites the expressed 
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view of one subject who observed, "After all, what do you really 
know about a job before taking it, other than what is is going to 
pay you." Rynes suggests that students in the business area may 
be more motivated by pecuniary considerations than persons in 
other fields. 

Rynes found nonlinear responses to pay differences, that is, 
most subjects responded to equal (absolute) salary increments in 
an "unequal" way. Patterns Consistent with a reservation wage 
behavior were clear. Seven of 10 subjects indicated an unwilling- 
ness to interview for any of 24 alternatives at a salary of $8,000 
(the lowest hypothetical wage). Additionally, in the post- 
experiment questionnaire, each subject expressed an intention to 
exclude jobs from the interviewing process if the wage was below 
a particular level. 

In about half the cases, self-reported rankings of pay im- 
portance were lower than those inferred from the respondent's 
reported willingness to interview for a given job. The two 
methodologies also tended to provide inconsistent results in 
terms of minimally acceptable wage levels. For example, six of 
the 10 subjects reported reservation wages that were higher than 
pay levels at jobs for which they indicated previously a willing- 
ness to interview. This may suggest — and serves as a warning to 
survey researchers — that acceptable minimum wages reported by 
respondents may be higher than the actual wages a worker will 
take if offered a job. 



. . . acceptable minimum wages reported by respondents may be 
higher than the actual wages a worker will take if offered a job. 



The second study provided only mixed support for expectancy 
theory. Typically, job attainability did not influence evaluations 
of job attractiveness, but the majority of the subjects' expecta- 
tions regarding the probable success of their job search was 
important. However, high probabilities of obtaining a job offer did 
* little to overcome the basic unattractiveness of certain attributes 
in decisions to seek job interviews. 
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Subjects in this second study also reported reservation levels 
for certain job attributes in postexperiment interviews that they 
nevertheless disregarded when deciding whether to interview for 
the position. In those cases they expressed an interest in inter- 
viewing for the job in question, even though it did not meet 
self-reported reservation levels for location or type of employer. 

Finally, Rynes reported that significant individual differences 
emerged in terms of several important issues such as the relative 
importance of the various job charactei istics, tendencies to set 
minimal attribute constraints, and reactions to differential levels 
of expectancy of receiving a job offer. This finding lends some 
support to the theory that a single, general model of job choice 
may not be appropriate. 
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Responding to the loss of a job • ^ 

The study of the job search process has received a consider- 
able amount of attention from researchers over the past decade. 
Job loss creates a variety of economic and psychological Conse- 
quences for the worker, which are thought to affect the process 



according to a number of conditions. Temporary layoffs lead to 
different responses by the workers than do permanent plant 
c losings. The type of search that follows the job loss is related to 
the location of the shut-down facility. Differences of race, gen- 
der, age, education, and marital status are also thought to influ- 
ent c the job search process. 

Much of the previous research on job search has tended to be 
drawn from one of the traditional academic disciplines — for 
example, economics and psychology. There have been relatively 
few efforts to use the tools of several of these fields to more fully 
c apture the kinds of responses that occur in the face of job loss. 
Moreover, the existing studies tend to focus on the responses of 
workers at a single, discrete point in time, thereby providing no 




workers are known to vary 
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insight into the changes in attitudes and behaviors that can occur 
in workers with extended periods of unemployment. 

Adaptation and job search 

This study addresses two sets^of issues. The first focuses on 
adaptation to job loss. Are workers able to maintain stable emo- 
tional and family behaviors in the presence of prolonged unem- 
ployment? To what extent are older workers better able to cope 
with such loss? 

The second set of issues involves the psychological and eco- 
nomic factors that help explain the process of job search. In- 
deed, Lenz argues that one indicator of adaptation to job loss is 
one s subsequent job seaVch behavior. Is the process of search the • 
result of a conscious, planned, long-term strategy, or is it more 
haphazard than that? To what do workers attribute success or 
failure in the search process? 

A permanent plant closing in a rural community 

The principal data used in this study were taken from the 
personal interviews of 96 employees — about 10 per cent of the 
total Avork force — who lost their jobs in a permanent plant clos- 
ing. The plant was located in a rural community of about 5,000 
people, 70 miles northwest of Chicago. As a manufacturer in the 
television and electronics field, the firm ooerated in this town for 
30. years, closing its doors in 1978 in the face of competition 
from Japanese firms. At one time, employment in the plant 
reached almost 6,000 falling off to about 3,000 in the early 
1970s. When the plant was closed in 1978, it employed 936 
persons. The plant was tlje largest single employer in the area 
and had the reputation of paying wages above those prevailing 
in other shops in the area. Labor-management relations in the 
plant, historically, had been highly cooperative. 

Lenz conducted her study in three waves of interviews. The 
first survey was taken soon after termination. Wave 2 data were 
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collected from 56 of the wave 1 employees about 3 months later, 
by which time severance payments and vacation benefits had 
been exhausted The third wave of interviews was collected 6 
months after unemployment began, when unemployment insur- 
ance benefits had ceased for most workers. Forty interviews were 
conducted in wave 3. 

The correlates of adaptation and job search behavior were clus- 
tered into four categories. First, a group of demographic char- 
acteristics was used to measure the deterrents of reemployment. 
These variables were age, sex, race, marital status, and educa- 
tional attainment. 

A second cluster of variables was termed "net advantage" and 
sought to measure the trade-offs among the different factors 
associated with job alternatives. This concept was operationalized 
in terms of three specific dimensions: the importance to the 
worker of job attributes, the desired commuting distance, and 
the worker 's reservation wage (the lowest acceptable wage for the 
worker). 

A third cluster was tenned "economic viability" and repre- 
sented a measure of the degree of an individual's needs. Lenz 
sorted this into two elements: one's flow of income and one's 
expenses. 

Unlike the first three clusters of variables, the fourth was a 
psychological construct. According to Lenz, 44 oersonal control" 
can be measured in terms of three indicators: attributions of 
control, self-esteem, and expeciations of success. The first 
indicator — attributions of control— refers to whether people as- 
sign internal or external attributions to performance outcomes, 
that is, Is success thought to be likely a matter of luck or of skill 
and effort? What reasons did a worker give for job loss and for 
job search failure? Self-esteem was measured in terms of one's 
sense of self-worth and competence. The expectation of success 
was operationali/ed as one's confidence in the likelihood of 
finding an attractive job. 

These four sets of measures were used to explain two depen- 
dent variables. The eff ort expended in job search was measured 
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by the hours devoted to search, and the number of interviews 
the worker had. Job search skill was measured by the number of 
sources of information about joos and a self-assessment of the 
helpfulness of each. The researcher employed correlation 
analysis and multiple regression to analyze the interview data. 

Effort and skill in job search 

One of the findings of this research was that patterns of 
behavior emerging from an analysis of one round of interviews 
were not necessarily repeated in subsequent rounds. This can 
serve as a warning to those in this field who niu°t interpret 
survey research data based on single rounds of interviews. 

Lenz foujui that the personal control measure (and its com- 
ponents) were statistically significantly related to job search effort 
for the wave 1 interviews. The more one felt in control of 
himself or herself and the more optimistic about the chances for 
success, the greater were one's efforts to secure work shortly 
after being laid off. \ 



The more one felt in control of himself or herself and ihe more 
optimistic about the chances for success, the greater were one's 
efforts to secure work shortly after being laid off. 



The ef fect of the sense of personal efficacy on job search 
efforts waned with time. By three months after job loss, people 
with high self-esteem were no more likely to devote consideilible 
effoit to |ol> search than persons ranked low in the personal 
conttol variable. 

The measure of "economic liability" was found not to vary 
s\strmati( allv with either job search effort or skill. Kveti taking 
account oi the woi ker's a«e and level of educational attainment, 
|ol> search effoit 01 skill was not correlated with the measure of 
<>ne\ income flow and expenses. 
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The "net advantage" nseasure(s) showed differing degrees of 
strength across the three waves of interviews. Generally, the 
importance of the reservation wage and commuting preference 4 
. increased with time. For example, in wives 2 and 3, the higher • 
the acceptable wage required by someone, the lower was the 
range of sources of information used by respondents to learn 
about jobs. The reservation wage was positively correlated, how- 
ever, with job search effort in both waves 2 and 3. Typically, 
those who had reduced their reservation wage found work. 

The importance of the demographic variables grew with time, 
so that by wave 3 this cluster was the major predictor o^Toth job 
search skill and job search effort. Generally, men reported more 
job search activity than women. Marital status was significant in 
several instances as were educational attainment level and age. 

Many of the study participants appeared to believe that job 
search success was random. Most felt that reemployment success 
was outside of their control. According to the researcher, most 
"lived one day at a time, refusing to make plans or even to 
speculate about the future." 

The location of the research was one of high unemployment 
and few prospects for finding new jobs. Nonetheless, only 4 per 
tent of the sample considered relocating as a way to find new 
employment. 

Kinallv, I. en/ found that Trade Adjustment Assistance benefits 
wore considered an unreliable source of income tor respondents, 
who reported never knowing when checks would be available or 
what amounts would be paid to them. 
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The importance of human capital theory 

For as long as economics has existed a central concern has 
been to explain the source of the value that a given commodity 
possesses. For much of its history, labor economics represented a 
branch of economics concerned with the analysis of how labor, 
specifically, commanded the value that it did. Interest in the 
value or price of labor mounted in the early 1960s when 
economists such as Gary Becker and Theodore Schultz intro- 
duced^P^concept of human capital. The theory fundamentally 
% recast the established framework for explaining the value that 
labor held. Additionally, it enabled economists to better under- 
stand many of the decisions made by individuals or employers 
with regard to such matters as training, schooling, and health. 

One of the essential elements of the human capital theory is to 
view decision-making in terms of its impact over periods of time, 
including an individual's (working) lifetime. Just as a rational 
business person assesses a potential investment decision in terms 
of all its costs and eventual benefits, appropriately discounted, 
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so, too, are decisions made by or for individuals regarding those 
expenditures that will enhance their present or future produc- 
tivity. Since it is precisely one's productivity that is thought to 
besPlffc^lain one's level of earnings, it is clear why human capital 
theory became so significant an element of modern labor ecd- 
nomics. 

Earnings determinants of younger workers 

I?he purpose of this study is to analyze and explain the re- 
lationship between patterns of work experience, both planned 
and actual, and the earnings of young women. By using and 
testing the human capital analysis, Garvey explored issues of 
immense social concern. While her work did not deal directly 
with public po? icy, 'Jit may have substantial implications for Title 
VII of the Civil Rights Act, school counseling, and education 
policy at all levels of government. 

(iarvey\s study can be summarized in term* of the central 
questions she examined: 

• what are the differences, if any, between the determinants of 

young women's earnings on nheir first job aftei completing 
their formal education and the:** earnings over the sub- 
sequent years? 

• dp young women who intend io work continuously over the . 

life cycle invest more in themselves in on-the-job training 
than do women who interrupt their labor force attachment 
when they many or have children? 

• what is the impact of such withdrawals from the labor force on 

the future earnings of these women when they return to the 
laboi (one? Is such impact felt only at the time of reentry to 
the labor force, or do they have a sustained impact on 
women's earnings over the long run? 

• do voting women who withdraw from the labor lone when • 

they ha\e their first child invest less in on-the-job training at 
the start of their working lives than do young women who 
pat ti< ipatc t ontinuouslv? 
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• will postschool experience increase an individual's wages at a 

decreasing rate as human capital theory^aieaicts? 

• are there important differences in the determinants of the 

wages of young men and young women? To what extent 
does the human capital formulation capture these dif- 
ferences? 

• how much of the male-female wage gap can be explained by 

differences in Avork experience and investment decisions of 
4 young men and young women and how much is unex- 
plained? 

Estimating earnings functions using longitudinal data 

Garvey drew on the National Longitudinal Surveys of Work 
Experience sample of women, aged 14 to 24 as of January 1, 
1968, to statistically estimate her earnings functions. At the time 
of her study, seven years of data were available on this cohort, 
consisting of six years of personal interviews conducted annually 
from 1968 to 1973 and a telephone survey made in 1975. Gar- 
vey 's sample was reduced to 2,336 individuals after identifying 
and selecting thpse women who had been on their first job after 
leaving school for no' more than one year and who reported a 
wage rate for this job. 

One of the critical variables in this study was ba^ed on the 
question "What would you like to be doing when you are 35 
years old?" The significance of the question was that individual 
expectations about the future can be expected to shape many of 
the shorter-run labor market and schooling decisions of these 
young women. For example, it is hypothesized by human capital 
theorists that persons planning to work more years over their life 
cycle will likely invest more in the acquisition of human capital. 

The bulk of the study focused on the earnings patterns of 
voting women, (iarvey used the National Longitudinal Survey 
tor young in.-ies to observe any differences in patterns between 
sexes. She drew from eight surveys of young men that were 
completed at the time of her work. Multiple regressions were 
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estimated on the earnings of younger females and males using 
the available longitudinal da£a. 

Explaining earnings patterns in a human capital 
framework 

Much of this analysis focused on investment in the training 
of people. It is necessary to distinguish two types of training 
received. Specific training will enhance the productivity of an 
individual in that particular employment. The acquired skills, 
however, are not transferable to other employment. By contrast, 
general training enhances a worker's productivity beyond her 
current employment; the worker would be able to change jobs 
and employers without having to work at a diminished level of 
productivity. Empirically, it is not possible to precisely sort out 
whether training is specific or general, so that some rough prox- 
ies for these forms of training must be employed. 

Young women with a vStrong attachment to the labor force 
were more likely to invest in general training than were those 
with a more casual attachment; it was not surprising that the 
former were found to earn more. Even the initial earnings of 
more attached women were found to be greater. The earnings 
profile of the more attached women, therefore, began higher 
and rose more rapidly over time. 



Young women with a strong attachment fo the labor force were 
more likely to invest in general training than were those with a more 
casual attachment. 



Investment in specific training was found to be inversely re- 
lated to young women's future work plans. Young women who 
reported that they planned to work at age 35 were found to 
invest more in general than in specific training. Those ^oung 
women planning to be homemakers at age 35 seemed to prefer 
specific to general training. 
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Young men tended tc invest more irvboth general and specific 
training than did young women. For those young women with 
stronger lifetime labor force attachments, investment in either 
form of training closely matched that of the young men. 

The withdrawal from the labor force that was associated with 
the birth of a first child significantly decreased earnings. The 
size of this effect diminished after women returned to work and, 
presumably, restored and embellished their previous skills, 

Very little of the gap in starting wages between young women 
and young men was explained either by average differences in 
work experience or by differences in training. The same unex- 
plained differences existed in the early life cycle earnings gap 
bet wet, i young men and women, 

4 Generally, (iarvey found that the human capital framework 
was useful for analyzing earnings patterns and investment deci- 
sions although it could not help explain some differences in 
male-female earnings patterns. While obvious limits exist in any 
effort to explain individual earnings patterns that cannot mea- 
sure differences in ability, motivation, and personal attractive- 
ness, fot example, the measured human capital variables were 
useful and found to be consistent with hypothesized expecta- 
tions. 
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Explaining male-female earnings differences 

There is no need to document the intense nature of the inter- 
est in sex-based earnings differentials, Govenlment officials, 
employers, women's £\aups, labor unions, and others have had 
to deal with the reality of earnings levels for women that are 
systematically lower than for men, even controlling for certain 
factors that conventionally are used to explain earnings. 

One of the theories that has received some substantial atten- 
tion in this regard places considerable emphasis on the intermit- 
tent nature of the labor force attachment of females. It is a^ued 
that there is a considerable loss of human capital for females who 
leave the labor market at the time of marriage or child-rearing, 
That time spent out of the labor force is believed to affect the 
subsequent earnings profile of the person. 

Another theory, not necessarily at odds with the intermittency 
argument noted above, focuses on the tendency of certain occu- 
pations to be heavily dominated by one sex or the other. Since 
certain occupations appropriately can be labeled as female-typed 
jobs, some have proposed that this clustering tends to increase 
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the supply of labor there, which serves to push or rnjld down 
wage levels in that sector. This, argument suggests that elnplo\ 
ment discrimination in the predominately male-typed jobs foi*ees 
women to group themselves in the traditional, nondiscriminating 
sectors, and that this results in the observed sex-based earnings 
differential. 

If the earnings gap between men and women derives from job 
clustering by sex, the implications for public policy are enor- 
mous. For example, if such clustering is declining, as appears to 
be the case, earnings differences between males and females 
should narrow, even without government pressures to achieve 
this. It also provides a clue as to which of the forms of sex 
discrimination in the labor market warrant greatest attention by 
those responsible for enforcement of antidiscrimination pro- 
grams. By contrast, if earnings differences are substantially due 
to the intermittency of employment associated with childbirth 
and child-rearing, other (or no) measures would seem more 
appropriate* to deal with earnings differences. 

Occupational crowding, intermittent attacnment, job 
history, and earnings 

This study seeks to explore the significance of both occu- 
pational segregation and the intermittency oi women's work ex- 
perience in terms of female earnings levels. Earlier studies were 
somewhat handicapped by having limited 01; no data on individ- 
ual lifetime work histories. This study also sought to shed light 
on the movement by women into and out of jobs in the segre- 
gated occupational sectors. What impact, if any, did such move- 
ment have on later earnings levels? 

(iwartney-Gihbs argued that there are four major charac- 
teristics of a job tmtory that can help explain earnings levels. 
These are: 

• the "intensity of past work" (as represented by the full-time or 
part-time nature of the work) 
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• the duration of work with an employer 

• the degree of interemployer mobility 

• the intermittency of past labor force attachment 

A survey of married couples in the Detroit metropolitan 
area 

Gwartney-Gibbs used familiar statistical tools to explain exist- 
% ing levels of earnings and type of ^employment, if any, for a 
relatively small number of females. Whilfc her own analysis does 
not appear oriented toward the human capital theories oT& am- 
ings, much of her empirical work was devoted to replicating and 
testing the findings of that school's advocates. 

The empirical analysis was based on a small but rich set of 
data, the Survey of Family Life, obtained in 1978 by interviews 
through the Survey Research Center of the Institute for Social 
Research at the University of Michigan. Detailed, usable inter- 
views were, conducted with 299 married couples in the Detroit 
metropolitan area. The sample was stratified intp three groups: 
Type Is are dual-career couples with no children, Type lis are 
dual-career couples with children, and Type Ills are single- 
career couples (husband working) with children. The sample was 
limited to coupies with the following characteristics: white, 
English-speaking, married at least 5 years, wife aged 30-45 with 
at least one year of high school education in the United States, 
husband employed 20 hours or more per week in the prior year, 
and (if dual career) wife employed 20 hours or more per week 
for pay in the prior year, 

A detailed employment history was obtained from all persons. 
It contained the respondent's industry and occupation, the rea- 
sons for leaving a job, the hours of work, and the length of job 
tenure. Occupational prestig€ scores were assigned to jobs. 
Earnings, however, were obtained only for the year prior to the 
interview. The lengthy job histories covered a period from when 
the respondent was age 18 to the time of interview. 
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Careers, children, and earnings history 

One of the Hniportant and controversial findings by 
(iwartney-Gibbs was her rejection of the depreciation hypothesis, 
that is that human capital depreciated with time spent out of the 
labor force. Some economists have argued that the time women 
spend out of the labor force in child bearing and rearing is 
associated with a deterioration of their marketable skills/ She also 
found that people in a certain sex-typed occupation tended to 
remain in jobs so classified, especially women in female-typed 
occupations. There was no evidence in these data to support the 
hypothesis that women with discontinuous work histories chose 
female-typed jobs. She reported that women in female-typed oc- 
cupations tended to earn less than those in other occupations, 
but rarely was it significantly less, 

The quality and quantity of work experience of Type II and 
Type III women was markedly less than that of childless women, 
who generally were found to work more hours per month, more 
months per employer, and more continuously than women with 
children. 

The work experience of working <}nd nonworking mothers 
was virtually the same until the time their first children were 
born. At that time their work experience diverged. Currently- 
working mothers were much more likely to work when their 
children were very young than were Type III women. Also, 
Type II mothers spent more months reinvesting in education 
when their children were very young than did Type III women. 

Intensity, duration, employer mobility, and intermittency were 
found to be useful constructs to explain dif fering work experi- 
ence of the three groups cf women. They were not useful, 
however, in explaining earnings differences. 

A somewhat puzzling finding emerged in evaluating the im- 
portance of experience and tenure. Past work experience did not 
explain the current earnings level for childless women, but 
months of job tenure did. By contrast, tenure was not signifi- 
cantly related to earnings of working women with children, but 
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prior work experience was. Gwartney-Gibbs speculates that 
women's work experience in the period when the family was 
most demanding was discounted in quality by employers. 

Over 85 per cent of all women in the sample worked in 
female-typed occupations at some point in their lives. Among 
this group, over half of their working lives were spent in such 
segregated occupations. 

Women's work experience in female-typed jobs tended to be 
characterized by shorter duration of work per employer and by 
having more employers than women experienced in the other 
occupations, though the intensity of work was not different. 
Childless women in female-typed, occupations earned signifi- 
cantly less than other Type I women in mixed-sex occupations, 
but not significantly less than those- in male-segregated occu- 
pations. The earnings of women wjtj^ children were not signifi- 
cantly different across sex types of occupations. The overall 
results suggest that occupational segregation in the Detroit labor 
market is not associated with male-female earnings differences. 

u 

. . . occupational segregation in the Detroit labor market is not asso- 
ciated with male-female earnings differences. 

: ' ^ 

According to Gwartney-Gibbs, the most fundamental finding 
in her study was the "vast" earnings difference between women 
with children and those with none. The difference appeared to 
be due to childless women's higher returns to tenure, education, 
and the promotions they received with their current employer. 
These, in turn, were associated with the apparent fact that Type 
I women followed "a male model of human capital investment 
and lifetime work experience. 14 
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On theories of racial discrimination in labor markets 

. ./ 

For over two decades social scientists and others have devoted 
a considerable amount of research to questions of discrimination. 
Employment and training researchers have tended to focus spe- 
cifically on the labor market problems of minorities and its con- 
sequences on income. One of the fastest growing demographic 
groups in this country, and one that clearly has been victimized 
by discrimination for a very long time, are Asian-Americans *yet 
they have not received very much attention from the research 
community. This study's central focus is on the labor market 
experience of this group. 

Studies/)} Asian-Americans are of interest beyond what they 
tell us about the circumstances of members of this minority 
group. Additionally, such studies allow one to test various ele- 
ments of more general theories of discrimination that may have 
been developed, initially, with reference to only one group. *A 
study of Asian-Americans is of interest also because it may be 
that important differences exist for separate subgroupings 
withiiH this minority. 
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Any slur' ' of the economic status of minorities must come to 
grips with jecting an appropriate framework for assessing tfieir 
compaiative position. A variety of possible measures, has been 
developed and employed by researchers. While income and un- 
„ employment rates are the two most commonly employed vari- 
ables, for certain groups, such as Asian-Americans, alternative 
measures may be more revealing. 

Employment problems of Asian-Americans 

Ti,. basic purpose of this study is to evaluate the utilization of 
Asian-. v.nericans in the labor force. Li aimed to present a variety 
of data that would provide a richer understanding of the condi- 
tions of . vsian- A nigricans in the labor force. Drawing somewhat 
on human capital theory and theories of dual labor markets, a 
number o* research questions emerged: 

• since a disproportionate share of employed Asian-Americans 

are employed in very small, freqi f; nPy-operated en- 

terprises, is underemployment a widely .shared difficulty of 
these persons? 

• in larger-scale enterprises, public and private, are Asian- 

Americans subject to L.wer quality employment? If Asian- 
Americans do tend u> hold lower-status, low-paying jobs, is 
this related to their ulucation and skill levels? 

• does this minority's pattern of employment suggest that skills 

are well matched with the type of work heklrW 

According to Li. patterns tri discrimination may reinforce 
problems that Asian-Americans have in learning and accepting 
the nouns of ibis Western culture. As such, she explored the 
process whereby acculturation occurs. To what extent are 
f<;u ign-born Asian-Americans employed differently from those 
who vwie bom in the United Slates? What role does language 
pLy in inuagroup differences? Do recent immigrants who are 
professionals fate different!) from second- or third-generation 
membeis v ho aie also prof essionals? 



ERLC 



S3 



ASIAN-AMt.KICANS 



The labor force utilization index 

The study depended primarily on data from the 1970 Census 
of Population and Housing. Detailed information was obtained 
using the public use samples on four groupings of Asian- 
Americans: Japanese, Chinese, Filipinos, and Koreans. Aside 
from a variety of information on a respondent's economic con- 
dition, data were available on nativity and parentage, mother 
language, citizenship, and year of immigration. Information was 
tabulated only for persons aged 16 years and older and in the 
labor force. 

These data were supplemented by information from two other 
sources. The March 1970 Current Population Survey was used to 
sort out voluntary from involuntary part-time workers. Li also 
used the data originally developed by another researcher in a 
1978 study of marginal workers. 
The data were analyzed 'through the use of cross-tabulations, 

Slither as measured dt.ectly by the Census Bureau or as ratios 
odculated by Li. Typically, each table was sorted across the four 
j^^urattf groups of Asian-Americans. 

Li argued that labor force participation rates and unemploy- 

ytnent rates are inad(5quate as indicators of the economic and 
labor market difficulties of Asian-Americans. Neither measure 
reflec ts the limited upward mobility anc^the mismatch of occu- 
pation and education faced by some of these workers owing to 
language ban ie^. discrimination, licensing restrictions, and 
non-c itizen status. A£ such," Li depended heavily on a framework 
developed bv Philip ilausei — the Labor Force Utilization 
Index— to evaluate the utilization of these workers. Persons in 
the labor loice were characterized as "adequately utilized" or 
"inadequatelv utilized" based on their status as unemployed, an 
fioms of wor k measure, an income measure, and a matching of^ 
occupation vis-a-vis skills or educational attainment levels. The 
lout elements were anayed in the order listed here, with the 
gieatc'st degtee ot undei utilization occur ring iti the case of un- 
rtuplot itU'tll. 
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The mixed pattern of labor market success 

Asian-Americans and white Americans differed little in labor 
ice participation and employment. Asian women and Asian 
men, S5 years and older, had 'higher labor force participation 
rates than their white counterparts. Asian men under * u e age of 
!i5 had lower rates of labor force participation than their Ameri- 
can counterparts; this difference was probably due to the Asians' 
tendency toward more years of education. And Asians in every 
age group except that of 65 ypars and older had lower unem- 
ployment rates than did whites: these differences in unemploy- 
ment rates were especially pronounced for teenagers. 

In most age groups, except for persons 55 and over, there was 
less involuntary part-time employment among Asians than 
among whites. The differences, according to Li were not large. 

Although Asians in all groups were more likely to be em- 
ployed, with few exceptions (primarily teenagers) they were 
likely to have lower incomes. These differences appeared to 
grow f or higher 'age levels. The mismatch of occupation and 
skills or education also is consistent with whites having an ad- 
vantage over Asian-Americans. 

Holding constant the level of education, the largest degree of 
under utilization existed for Asian f emales relative to white fe- 
males. Some evidence suggests that the problem is not simply an 
mahiliu to command English language skills. 



. \ j^siar^Amencans have used a very heavy investment iri education 
and training to overcome the barriers created by discrimination as 
well as language and acculturation problems. 



\ Among Asians, the degree of utilization was greatest for per- 
sons <>l Japanese origin and somewhat less for those ot 'Chinese 
origin. I he least adequately utilized were Koreans and Filipinos. 
Some ol these differ elites are due to the length of time spent in 
ihis (ounttv. Most of the Japanese-Americans were bom in the 
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United States. Li reported that after about twenty years of resi- 
dence in this country, immigrants attained parity in terms of 
utilization with U.S.-born Asian-Americans. 

There is little doubt that Asian immigrants to the United 
States have been discriminated against ki the labor market. Un- 
like other minority members in this country, however, Asian- 
Americans have used a very heavy investment in education and 
training to overcome the barriers created by discrimination as 
well as language and acculturation problems. The evidence of 
disadvantage for Asian- Americans is not found in higher un- 
employment or lower labor force participation rates. Instead, 
some elements of underemployment serve to signal these per- 
sistent difficulties. 
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The dual labor market th *iy 

In the 1960s a group of eco .omists introduced a new theory 
of the labor market. Their approach, the dual labor market 
theory, was developed partially as an attempt to explain the data 
that showed that women and minority group persons experi- 
enced disproportionate amounts of poverty and dislocation in 
labor markets. Unhappy with the explanations . ovided by neo- 
classical economic analysis, the dual labor market proponents 
sought to provide an alternative theory that, they, argued, was 
better grounded in reality. In some respects, dual labor market 
theory was not inconsistent with the traditional labor economics. 
Its focus, however, was not on how a perfect market operating 
without frictional elements might function but rather on the 
nature of the imperfections and the existing institutions tjtat 
affected classes of workers in the labor market. 

The dual market theorist argued that the market is divided 
into two very broad categories. In one segment, the primary 
sector, firms are characterized as having high labor productivity, 
high profit Ie* , high degrees of capital intensity, oligopolistic 
product mar' s. and significant union penetration. Workers in 
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such industries are relatively well paid, enjoy good working con- 
ditions/have relatively stable employment, and have considerable 
opportunities for training that may be transferable across em- 
ployers. . % 

By contrast, firms in secondary labor markets lack these 
strengths and are more vulnerable to adverse economic condi- 
tions. These firms are the oft-cited marginal firms that may 
disappear when the market becomes a bit unfavorable for them. 
Wages are low, training opportunities are minimal, worker con- 
ditions are poor, and workers operate in a generally precarious 
environment. 

The essence of the dual labor market theory is that there is 
very little mobility between these segments. Moreover, once a 
worker begins in the secondary sector, the probability is low that 
he or she can move into better employment in the primary 
"sector. If blacks or women are systematically channelled into the 
secondary sector, it follows that this will assure them, on average, 
lower income and poorer employment opportunities. 

Opponents of the dual labor market theory have attacked it on 
several fronts. They question the dichotomization of the labor 
market. Instead, they find that jobs are more accurately arrayed 
along a continuum in terms of pay, working conditions, training 
opportunities, and the like. Further, critics challenge the charge 
that significant immobilizes exist for workers in moving in or out 
of a sector. 

The mobility of workers between primary ami secondary 
sectors 

IJie pur pose of this study is to explore certain issues raised by 
the theo* / of dual labor markets. One of the major questions 
Parrow sought to answer waS whether workers can move out of 
secondary markets, particularly if their work experience began 
in that sector. Can one predict that a person will be in the 
fcetondaiv or the primary sector if she began working in that 
paiticulat sec toy when she was younger? 
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Parrow identified a number of specific questions whose an- 
swers would allow him to support . r to reject the dual labor 
market theory: * \ J 



• does the sector of employment at a specific time affect one's 

occupational status at that time? 

• does the sector of employment at a specific time affect earn- 

ings at that time, aside from any effects of occupation? 

• are race-sex groups differentially distributed across sectors of 

the industrial economy? 

• can the sector of employment early in a person's career be 

predicted by the standard human capital model variables? 

• does the addition of such factors as structural characteristics 

of the labor market of residence and knowledge of the 
occupation al structure add to an understanding of the pro- 
cess of occupational and earnings attainment? 

• does the sector of early employment have a long-term impact 

on a worker's earnings and socioeconomic status? 

• does early employment in the secondary sector reduce the 

probability of finding a job later in the primary sector? 

Economic, sociological, and psychological analyses of the 
longitudinal experience of young men and women 

Tins study was based on data from the National Longitudinal 
Surveys of Labor Market Experience. Interviews with the young 
male cohort occurred initially in i966 and were foljr^ved an- 
nually through 1973. No data were collec ted in 1974. The young 
female cohort was fust interviewed in 1968, annually thereafter 
thiouKh 197./, and by telephone in 1975. Parrow limited his 
analysis to th' *e persons who had been in the laboi force for a 
considerable period of time. This was necessary to allow him to 
ttace i he effects of one s sector of employment on ones ultimate 
attainment. For each subject, he had observations based on seven 
points in time. 
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His analysis was based on measures such as IQ, the socioeco- 
nomic conditions of the parents, educational aspiration? at time 0 
(1967 for males and 1969 for females), sector of employment at 
time 1 (that is, the second interview), and the outcome variables 
(thai is, earnings and occupational attainment) at time 6 (1973 
for males, 1975 for females). Parrow found that 3,249 males 
from this cohort were in the labor force and had held full-time 
employment during or prior to 1967. For females, 1984 had 
experienced full-time work in or before 1969. 

The variables used in the analysis were a mix of economic, 
sociological, and psychological ones. Included in his analysis, for 
example, were the Duncan socioeconomic index as a measure of 
occupational attainment, a five-item index to represent the so- 
cioeconomic status of the parental family, a measure of intelli- 
gence, a value for one s locus of control (based on the respon- 
dent's score on the Rotter test), a measure of one's human 
capital, a factor analytic construct of the structural characteristics 
of the labor market, and a variable to represent an assessment of 
one s knowledge of characteristics of occupations. 

Sector mobility and earnings 

The study contains a large number of quantitative findings. 
Only a few of the more significant ones are noted here* 

Contrary to the findings of some other analysts, Parrow found 
that the industry in which one worked was more important than 
one's occupation in explaining earnings levels* 

Primary and secondary labor markets operated differently for 
malts iUid females. Within the primary sector, female workers 
c lustered in the lower-paying industries. Many were employed in 
lower-paving clerical jobs. Many of the women classified as pro- 
fessionals were nurses or teachers, jobs that^htkve tended to be 
toward the bottom of the professional scaU 

V ie of the conventional human capital vanaftfai were good 
predictors of the sector of employment of women atjtiine I. 
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contrast, human capital variables did serve as predictors of the 
sector in which a male worked at time 1. For example, high 
educational aspirations for white males were positively correlated 
with being in a primary sector job at time 1. This finding did not 
apply for black males, however. 

The more knowledge persons had about occupations, the 
more likely they were to have subsequent success in the labor 
market. This was true only for whites, however. Even where 
black workers had such knowledge, it did not appear to benefit 
them. Economic conditions at time 0 were shown to affect both 
the later acquisition of occupational training (among white males 
and black females) and earnings in later periods (except for white 
females). High unemployment rates in a locality tended to be 
associated with greater usage of training programs. High unem- 
ployment rates initially were correlated with lower earnings 
levels in later periods. 



. . . the bulk of the evidence suggested that sectoral differences in 
training or in employment stability were far less important than dual 
labor market theorists have argued. 



The sector of early employment appeared to have long-term 
effects on the later socioeconomic status of males. While it had 
no impact statistically on the income of males, the data revealed 
that primary sector employment of women at time 1 was related 
to lower earnings for women at time 6. 

The bulk of the evidence suggested that sectoral differences in 
training or in employment stability were far less important than 
dual labor market theorists have argued. Parrow also reported 
that early employment in one sector was not a significant factor 
in identifying ones later sector of employment. Although 
movement f rom the secondary to the primary sector was sub- 
stantially less likely than movement from primary to secondary 
employment, and blacks in the secondary sector were much less 
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likely than white workers to move to primary sector employment, 
Parrow found considerable mobility between sectors. 

The study provides scant corroboration for the dual labor 
market view. There is almost no support for sorting the market 
conceptually into a strict, hi modal division of primary and sec- 
ondary sectors. Moreover, the earnings structure did not support 
such a view. And the data also revealed an absence of any 
long-term effects on occupational training or employment stabil- 
ity within careers. 

Some limited support for the dualist position came from the 
finding that there is lesser intersectoral mobility for black work- 
ers and from the finding that the connection between educa- 
tional attainment and sector is much less important for black 
youths than for white youths. 
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Research on labor market experience by gender 

The intense. interest in the differences in' the experience of 
males and females in the labor market has led to a considerable 
amount of research in this area. This research is typically con- 
ducted by economists, psychologists, sociologists, and others who 
are unaware of the research in other disciplines. This lack of 
communication has created a "Balkanization" of interests by re- 
searchers such that the research questions, the techniques, the 
analytical methods, and the data bases all tend to differ signifi- 
cantly across the subject fields. Yet the central focus of these 
separate activities is the same: to explain the reasons for the 
systematic differences experienced by males and females in the 
labor market. 

Evidence over the past decade or two may not have incon- * 
trovertibly established these reasons for the gender-based dif- 
ferences, but it has demonstrated that males and females fare 
differently in the labor market. Typically, women have lower 
earnings than men; they are clustered into a limited set of occu- *" 
pations; their career development path looks very different from 
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that of men; they occupy less prestigious occupations; and the 
financial rewards of their education and training differ. 

Explaining the source of these gender differences is important 
for several reasons. It can help to provide a perspective for civil 
rights policies and to indicate what steps may* be most effective in 
pursuing equal employment opportunity programs* It can also 
help shape education and employment and training policies so as 
to develop more effective long-term remedies for existing in- 
equalities. 

The impact of marital status and. children on earnings 

This study examines the propositions of the "dual career" 
theorists. According to them, a major reason for male-female 
differences in labor market experience is that many women are 
employed while they continue to have the primary responsibil- 
ity for the maintenance of the household. 

Roos also sought to test whether male^ female difference de- 
rived from circumstances peculiar to cultural and historicaKas- 
pects of American life. Were that the case, other countries would 
not be expected to have comparable gender differences in their 
labor markets. 

The study has two pVimary purposes. First, Roos set out to 
explore the processes that create and maintain occupational 
segregation by sex. Second, she examined the occupational dis- 
tribution and attainment patterns of ever-married and never- 
married women to test whether differences in marital status and 
child-bearing or child-rearing responsibilities can explain the 
concentration of women in lower-paying employment. 

A twelve-nation comparative analysis 

In ordei to test the various hypotheses regarding the sources 
and outcomes of mifle-female differences in the labor market, 
R(K)s used three separate levels of comparison: gender, marital 
status, and international differences in occupational behavior. 
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To better understand this behavior, a comparative analysis was 
undertaken based on data taken from 12 industrialized coun- 
tries: Austria (1974), Denmark (1972), Finland (1972), West 
Germany (1976), Great Britain (1974), Israel (1974), Japan 
(1967), the Netherlands (1974), Northern Ireland (1968), Nor- > 
way (1972), Sweden (1972), and the United States (1974-77). All 
data originated within each country from sample surveys. Un- 
weighted samples ranged from approximately * 1,000 persons 
(males and females) in each of the four Scandinavian countries, 
to over 15,000 respondents in Israel and 6,000 in the United 
States. 

Using these comparative data, Roos probed four distinct sets 
of issues. First, she examined the gender differences in labor 
force participation rates and occupational distribution patterns 
in the 12 countries. She asked whether sex-typing of jobs was 
common across countries, and, if so, whether broad areas of 
similarity exist. Second, she asked if there appear, to be interna- 
tional differences in the intergenerational occupational mobility^, 
of men and wotnen. Third, employing regression analyses, she 
tested whether gender differences existed in intergenerational <, 
iKxupational attainment. Finally, Roos examined if marital dif- 
ferences among women were related to labor force behavior and 
occupational attainment. To explore each of these issues in the 
framework of the comparative analysis, bivariate and mul- 
tivariate analyses were employed within each country. 

Occupational achievement levels and clustering 

Roos found convincing evidence that the pattern of occu- 
pational concentration of females in the United States was also * 
present in the other industrialized countries. The same occu- 
pations tended to be held mainly by men or mainly by women in 
all of the 12 countries studied. Foi example, males were concen- 
trated in high- and rnedium-prestige production jobs while fe- 
males dominated the high-prestige clerical, low-prestige sales, 
and low-prestige service occupations. Incumbents of predomi- 
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nantly female occupations in all countries were underpaid on the 
basis of their average educational achievement. Despite extensive 
international differencesjji^age patterns of labor force participa- 
tion, and in the extedtto wKitrl^ women are in paid, full-time 
employment, Roos observed a clear pattern across countries of 
women being conce itrated in occupations that were heavily fe- 
male and poorly paid. 

For both men ana women in the seven countries for which 
data were available, one's occupational position was correlated 
significantly with one's father's occupation. More importantly, a 
person's occu national destination also depended substantially on 
gender. Country variations existed in the process of occupational 
mobility, but these international differences were small relative 
to the class and gender mobility differences existing within 
countries. For each sex within each country, however, educa- 
tional attainment was consistently the most important predictor 
of occupational achievement. For females only the education 
variable proved to be an effective predictor of achievement. 
Occupational achievement for males was also correlated with 
social origins, age, and marital status. 

To what extent are the differences in the process of occu- 
pational attainment, as well as the occupational distributions of 
males and females, attributable solely to women's mdrital respon- 
sibilities? Roos compared the labor force behavior, occupational 
composition, and attainment patterns of ever- and never- 
carried women. To approximate a more fcareer-cpmmitted 
group, shfe also presented results for those ever- and never- 
married women older than the average age of women at first 
marriage in the particular country. In that way, she sought to 
take into account those never-married (younger) women who 
may anticipate marrying. According to Roos, if the dual career 
hypothesis is correct, the labor force behavior, occupational 
position, and attainment patterns of older, never-married 
women should be closer to those of men than to married women. 
If the patterns of the never-married females instead were closer 
to those of married women, the dual career hypothesis would be 
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. rejected and arr alternative explanation would be necessary, such 
as an institutional theory of sex segregation. * 

The findings were somewhat 'mixed. Never-married women 
were more similar to men than to ever-married women in 'their 
labor force participation knd the probability of being employed 
fuh -time. However, the occupational distribution 1 of never- 
married women w^s actually more dissimilar to men's than that 
of ever-married women. Roos suggests*that,women with uninter- 
rupted work cireers are more likely found in female-typed occu- 
pations than in male-dominated, higher-prestige ones. 



. . . women with unipterrufrtecl work careers ar$ more likely to be 
found in female-typed occupations then in male-dominated, higher- 
prestige ones. 



In most" countries never-married women were in more presti- 
gious and higher paid jobs than, were the ever-married women, 
but in only a few cases were these differences 'significant. In the 
United States the never-married group was employed in 
higher-prestige occupations, but not in higher-paying job's. 

In conclusion/ Roos found little to support the dtial career 
hypothesis. While some support for it came from examining the 
labor force participation rate and hours worked data, the hy- 
pothesis received no support in terms of occupational attainment 
patterns. J 
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Public policy and the retirement decision 

In recent years, aging and retirement have been a subject of 
intense interest. Legislation has had a decided .impact on busi- 
ness and employer practices (Age Discrimination in Employment 
Act, 1978 amendments) and pension benefits (Employee Retire- 
ment Income Security Act), as have" a variety of federal court 
decisions regarding hiring pracuce^vDwarfing' this is the con- 
tinuing national debate about the long-run viability of the Social 
Security program and options^oNQodifyi.ig the scheme. A set 
of issues has been raised about changing certain existing prac- 
tices: * . 

• does the retirement age of 65, chosen in the era of the great 

depression, continue to make any sense? 

• do the improved conditions of health among those aged 60 

and o^er; suggest that policy changes regarding retirement 
practfces are desirable? 

• dqej>J>early" availably of retirement benefits at age 62 %erve 

public policy well? 
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f - : 

• at what age and to what extent do we cease to penalize the - 

% working aged in ternjs of reduced Social Security benefits? 

» 

Since the 1930s public policy toward retirement practices has 
been shaped by .three major factors, often working at odds With 
each other. One factor which tends to Operate as a constraint, 
has been the costs of funding retirement programs. This has 
^Ijeen manifested iri several wafys including questions of appropri- 
ate benefit levels, retirement ages, and other issues pf eligibility. 

A 'second factor has been a concern for the humane treatment 
of older persons in our societv. This has led to antidiscrimination 
laws, practicesrto delay forced retirement, and protection of the' 
pension rights and fufids of workers. 

The third f actor has been anxiety about job scarcity, which is 
largely a product of the economic misfortunes experienced from 
1929 to 1941. It was thought -that retirement would open up a 
scarce position for a younger w6rker; thus, practices that delayed 
retirement would create more unemployment among the young 
or at least thwart their opportunities for advancement, a 
result, the reluctance »of . an older person to retire could be 
considered as jeopardizing the economic security of younger 
^workers. ■ * ^ 

Whatever the merits of this job scarcity argument, jt is proba- 
bly appropriate that it be reappraised at this time. Wit h the 'baby 
boom generation now largely in the labor market, the U.S. labor 
force can expect to grow at a slower pace (absolutely and pro- 
portionately) during the remainder of this century. Sorrje ana- 
lysts have forecast a period oL labor shortages in the future. 
Were this to develop, it would represent s significant, if un- ' 
familiar, problem for us. Labor shortages would almost inevita- 
bly 'focus attention on retirement practices and the need to en- 
. courage workers to delay permanently their leaving the labor 
force. A few firms in this country have already begun to face 
such needs and are examining options to deal with their prob- 
lems. 
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Hypothetical^ changing work activity or scheduling 

\ Shkop sought to gauge the attitudes and decisions of manage- 
rial and;blue-collar employees regarding their'retirement if mul- 
tiple options for continuing employment were available to them. 
What types of modifications in their work activity or scheduling 
would affect their retirement decisions? Were there significant 
differences in the attitudes toward sue)? modifications between 
managerial and blue-collar workers? Did employees believe that 
firms could adapt their working conditions in such a way as to 
induce them 4o remain on the job for more years? ^hese ques- 
tions will be of increasing importance*^ the proportion of U.S., 
workers who, are older continues to grow. ' . 

A four-firm survey of older workers . 

• Shkop mailed a questionnaire to 713 workers at four (uniden- 
tified) industrial establishments in the Northeast. The sthallest of 
the* four had over 5,000 employees. ^Three hund^d and 
ninety-three (55 per cent) valid responses were received. Persons 
sampled were aged 50 to 69 and were* overwhejmingly male (94 
per cent), white (99 per cent), and married (92 per cent). Thus, this 
group studied is not wholly representative of<the U.S. aging 
population. It should be noted that the average tenure with the 
same organization of the respondents was about 30 years. 
Clearly, as a group they had built up substantial pension rights. 

The employees were asked about their retirement plans. Then 
they were given a hypothetical situation in which their employer 
showed an interest in having them delay their retirement. Sup- 
pose that the fhm would allow tliom to make any changes in 
their jobs or time schedules, so long as these resulted in a contri- 
bution to the organization?" Would this affect the worker's 
planned age of retirement? 

The study also included an analysis of demographic^ attitudi- 
nal. and job characteristics that other researchers had found 
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might affecf#the re|iremeAt decision. These data were analyzed 
in bivariate tabulations or three- variable tables employing tests of 
significance. Shkop believes that studies of this type are useful, 
for organizations seeking to develop or reexamine the com- 
prehensiveness of tfceir retirement programs. 

' «• . < 

« 

The desirability of job or work schedule changes for older 
* workers 

* f 

1 , 
Wojrkers wefe asked what they planned to do upon teaching 

$• the earliest age when they ccfuld collect some pension. Respon- 
dents were given three choices: they could continue to work in 
the organization, they could leave and work elsewhere, or they, 
, could $top working. Then they were asked the hypothetical 
question about modifying ^Jieir job responsibilities or working 
hours. Indeed, this opportunity significantly altered retirement 
plansi The proportion expressing a willingness to remain in the 
Firm rose from 68 per cent to 83 per cent, the proportion who 
expressed *n interest in changing employers fell from 10 per 
cent to 3 per cent, and those preferring^to stop working entitfily^ 
dropped from 21 per cent to 14 per cent. * 

The availability of these options significantly affected the re- 
tirement plans of both blue-collar and -managerial workers, but 
the impact was not uniform. For example, managerial workers 
planning to stop work altogether at the earliest possible retire-; 
mept age declined from 13 per cent to 5 per cent, while similar 
plans for blue-collar workers declined from 30 to 22 per cent. 

Originally, blue-coilar workers planned to retire, on average at 
age 62.5, but the availability of options would have raised this to 
63.9 years. For managerial workers, available options for job 
changes raised the preferred retirement age from 64.0 to 66.4 
years. 

/1'he perceived adequacy of postretirement income had an 
important impact on the retirement decision. When workers 
, considered it as inadequate for their needs, there were no sig- 
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nificant differences in. retirement plans of the two groups. How- 
ever, where respondents perceived this income to W adequate, 
76 per cent of the managerial workers planned to remain be- 
yond the minimum age of pension eligibility, while only 56 per 
cent of the blue-collar workers anticipated remaining on, the job. 
According to Shkop, these findings confirm the view that it is 
lately the economic inducements th^t cause blue-collar workers 
to remain in the organization, while managers have additional, 
less tangible reasons, for doing so. 

Shkop found that job modifications were almost irrelevant for 
workers committed to leaving the organization with perceived 
inadequate anticipated retirement income. This commitment 
seemed to be unswerving and intensely emotional. For blue- 
collar workers with perceived adequate retirement income, and 
for managerial workers regardless of their perception of acfc- 
quacy, job modifications would have, significantly altered retire- 
ment olans. They did pt>t affect blue-collar workers with per- 
ceived inadequate retirement income. 

What kinds of modifications mattered to workers? Most of the 
blue-collar workers did not ask for changes in their job content. 
Shkop speculates that many of these respondents might. have 
/been skeptical that their employers would rtiake such options 
available, or they did not consider them realistic given the nature 
of their work. Their preferred modifications focused qn reduced 
VoTfeing time, mainly through longer vacation periods. 

\\\ contrast to the blue-collar ^workers, the majority <^f manage- 
rial personnel preferred changes* in the content of *their jobs, 
above and beyond any changes in time scheduling. Strikingly, 
over 36 per cent of these managers were willing to accept lower 
lb\el positions and concomitant lower salaries as compared with 
lemaining in their current jobs without modifications. 

The study fpujul that positive attitudes tpward leisure and 
retirement were correlated with plans for earlier retirement. 
Some social variables — for example, relationships with people at 
the+work place or the felt pressure to retire — were associated 
with ths retirement decision as were educational attainment 
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levels. The association, however, between retirement -plans and 
the levels of job satisfaction was not strongly evident. 

A finding that emerged indirectly may be especially important 
for policy purposes. Unlike managerial workers, many blue- 
collar workers were unaware . their rights to stay on the job 
beyond age 62 of 65. Thaus, these employees were planning for* 
retirement based on tl^erroneous view that they "would be 
forced to retire at ages below the firm's actual mandatory re- 
tirement age. Information about the law was simply missing 
these workers entirely^ The ADEA makes little sense if workers 
are unaware of the* rights conveyed to them and act as if the law " 
did not exist. ' * . 

Unlike managerial workers, many blue-collar worker were unaware 
of their rights to stay on the job beyond age 62 or 65. That is, these 
employees were planning for retirement now based on the errone- 
ous view that they would be forced to retire at ages below the firm's 
actual mandatory retirement age. 



Shkop reported that over 65 per cent of thejjlue-collar work- 
ers in his survey believed that they must retire by age 65. Yet each 
of the companies had repeatedly announced their policies, which 
are in compliance with the law making 70 years the earliest 
mandatory age for retirement: He found that the workers' mis- 
perception stemmed from the* common practice of blue-collar 
workers to retire by or at age 65. Some blue-collar workers 
perceived Shkop's hypothetical options to be permission to work 
beyond age 65. • '* 
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Economic change and school enrollments 

It has become increasingly well understood that movements in 
the "business cycle can have Nvidfr-ranging consequences. Aside 
from the impaction obvious economic variables such as profits, 
' government revenues, and labor force participation rates, a vari- 
ety of social outcomes— divorce, child abuse, and health — appear 
to change in rhythm with the business cycle. Another important 
factor tha* may be related to economic change is the oscillatiqn 
of school attendance, although its possible Jink to the economy 
has hardly been studied. 0eclining student enrollments have led 
to school closings, teacher dismissals, curriculum modifications^ 
and other major educational changes. In this sort of environ- 
ment anything that enables school administrators and other 
public officials to better predict or to explain changing en- 
rollments can be immenselyy useful. To the extent that changing 
enrollments immediately or eventually affect the need for avail- 

/ 



ERJC 



89 



1 



104 



RESEARCH ON EMPLOYMENT AND TRAINING ' ) 

able sWs^n employment, and training programs, the matter is of 
• potential significance to those responsible for shaping such pro- 
, grams. , ' . 

Countervailing , effects on enrollments 

Economic theory.suggests that movements in" the economy can 
affect school enrollments* although offsetting forces may lead to 
rising or falling enrbllrn^nt for a given pha£e of the business cycle. 

f Cunningham ' demonstrates this as lje builds on* a traditional 
model of labor supply and on Gary Becker's theory of the alio- 

* cation of time toshow how* the business cycle can affect .yh'at he 
calls the demand for schooling. As fcibor market conditions dete- 
-riorate and as the wages that a "person could be earning are 
A effectively reduced, the opportunity cost of attending school 
declines. This is consistent with the. observation that many edu- 
cators have made; that is, when few. good job opportunities exist, 
some recent college graduates will apply for admission to gradu- 
ate, schools wh^ would otherwise not have done so. 

Working gainst this sort /of response to an economic 
downturn is the "income effect." Simply stated, as household 
income declines in an economic downturn, the demand for edu- 
cation will decline as does the demand for any other "normal" 
god3. Some individuals feel compelled to end- their schooling, at 
least temporarily, as economic conditions make education unaf-* 
fordable. The .issue that' Cunningham explores is the relative 
importance of these two countervailing effects. The net domi- 
nance of one effect over the other is as much an issue if* periods 
of economic expansion as in periods of decline. 

According to Cunningham, only two">other studies had previ- 
ously analyzed the cyclical sensitivity of student enrollments. One 
of the these was based on Canadian high school retention rates, 
which reported a generally countercyclical response (as economic 
conditions . improved, retention rates felj). The other study ex- 

> ^armped high school enrollments in the, United States and found 
rronet response for males, but a procyclical response for females 
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(as econbmic conditions improved, retention rates for females 
increased). . 

* » . ■ » 

Multiple sources of data oh enrollments 

The study drew its empirical content from a variety of data 
sources., Using data from the U«iiversitys of California system, 
simple year-to-year, changes were evaluated for the years 
1967*76. The October Current Population Survey (CPS) from 
1967 to 1978 provided another set of data on enrollments. An- 
other aggregated source was the Higher Education General In- 
formation Surveys (HEGIS) for 1969-78, which appeared to 
show a countercyclical response of enrollments to economic ac- 
tivity. These data were then disaggregated to show the differing 
enrolment patterns by type of institution (public or private, 
four-year or two-year), by sex of the student, and by whether the 
' student was a new or continuing enrollee. The Vietnam war and 
the draft of younger men is thdugljt to have had some impact 
for most of the years analyzed. * 

The core of Cunningham's empirical analysis was his. use of 
microdata files drawn from the March 1968-78 CPS. To the 
data record of each CPS respondent, he attached a local unem- 
ployment rate, the prevailing national minimum wage, the en- 
rollment capacity of institutions of higher education, and a mea- 
sure of the pressure o*f military draft. / < 

He also used the 1960 and 1979 Censuses of Population for 
persons aged 25 to 60 in 1960 to determine 4 the relationship of 
their educational attainment to labor market conditions (when 
the individual was young). This enabled him to analyze the 
relationship of the business cycle to high school completion rates 
as far back as 1918. 

A countercyclical response 

While this study had numerous findings, the most fundi men- 
tal conclusion of the research was that school enrollments tended 
to move countercyclical^; that is, enrollments moved up during 
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periods of economic recession. The, data revealed that high 
school completion rates for mates rose when unemployment 
rates were high during 1918-55^fn recent years, the recessions 
of 1971 anjl 1975 were years^tfr high levels of enrollments. The 
countercyclical rel ations hip did tiot have a very large, quantita- 
tive impact on ltie~total size of school attendance. 



. . . school enrollments tended to move countercyclical^; that Is, 
enrollments moved up during periods ot economic recession. 



Cunningham found that enrollments of male college fresh- 
man rose significantly during the recessions in the 1968-78 
period. For those already in college, however, the business cycle 
se£med to have very little impact on their Continuing in school in 
that 10-year span. By contrast, in earlier years, 1918 to 1955, 
college attendance and graduation rates 'declined as unemploy- 
ment rates rose. Apparently, this dominance of the "income 
effect" has changed in recent years^-possibly owing to the in- 
creasing availability of student financial aid programs. 

Cunningham found similar effects for females and for males 
at the high school level; that is, as business conditions worsen, 
fewer young females drop out of school. Unlike male§, however, 
the business^ cycle appears to have no impact on their en- 
rollments as college freshmen. And like males, there is no sig- 
nificant impar.t fo$ female students of the business cycle on 
remaining jn« college once they have begun to matriculate. % 

In several respects the military appeared to Rave an impact on 
school enrollments. He fdund a positive impact on schooling 
among veterans of World War II and during the Vietnam era. 

A variety of public policy proposals emerge from this analysis. 
An intriguing sufgestioa based on the findings of the study is 
that certain student aid programs be made countercyclical. 

% 
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Health and the business cycle 

The costs 6f business cycles are a significant factor in the 
process bf setting macrpeconomic policy. If the costs of unem 
ployment are 1 not considered to be very high, public policy- 
makers may be more willing to tolerate joblessness. If the cfrsts 
are estimated to be very high, society must be prepared to trade 
off something (possibly stable prices) to f £?educe unemployment. 
The conventional way that economists Haye calculated the costs 
of unemployment is to estimate the value of foregone output, 
that is, the product that our society is denied because of idle 
resources. 

Some social scientists would fault such estimates on the 
grounds that they neglect to consider certain other, established 
costs. Some of these include elevated rates of suicide, crime, 
child abuse, and family dissolution. Aside from these,, consider- 
- able attention has been given to the impact of job loss or deteri- 
orating economic conditions on the health of individuals. Where 
illness and disability are associated with economic insecurity, 
their directs and indirect costs must also be considered by eco- 
nomic policy-makers. Individual health may be affected by un- 
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employment ci by the threat of unemployment. But ill health 
may also he associated with an improved economic environment, 
depending upon such things as the pace of the work and the 
number of hours employed. 

Another possible cost of unemployment is the associated de- 
cline in the productivity of persons who are employed. Specifi- 
cally, rates of employee absenteeism may be sensitive to the 
movements of the business cycle. : 



Direct and indirect effects of unemployment 

•Much of the research seeking to link the business cycle with 
health outcomes has been carried out either at highly aggregated <» 
levels or at the individual leveh This study attempts to join these 
separiUe categories of research by linking the micro and macro 
levels of data. 

In this study Frank proposes that there are three pathways by 
which economic change may affect individual workers. First, °^d 
most direct, a change in the work or economic environme ' nay 
affect a workers behavior or health. For example, a chai . m 
business conditions can be expected to affect one's av^. *ge 
workload and one's hours of work. A less direct affect of eco- 
nomic change is produced thfbiugh the action of local economic 
conditions on "social supports"' and the person's state of mind. 
The third path is through the\^ interaction between economic 
changes in the community and chafiges in the work environ- 
ment. These pathways formed the theoretical basis for the model 
developed. 

• Frank's study was organized around three major hypotheses; 

• that various economic indicators would be correlated with mea- 

sures of individual health after a period of time of up to 
four months 

e that there is a separate, community-based economic effect, 
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aside from the national economic environment, on worker 
health 

•'that the economy would differentially affect separate classes of 
workers— that is, by age, sex, marital status, and occu- 
pational level 

A three-year study of employees in a manufacturing firm 

, Data were gathered on a monthly basis for three .years on 64 
men and 109 women who were employees of an electronics 
manufacturing firm. Frank/iought to explain the movement of 
three different monthly jrieasures of health condition: time from 
work lost due to absence, the frequency of claims for health 
. insurance,, and payments made under heajth insurance. Thsse 
measures were thought to be better indicators of health thim 
subjective, individual worker responses to questions about their 
condition. 

Variables that were used to try to explain these health mea- 
sures were clustered into four groups. At the national level, the 
researcher used monthly data on overtime hours worked in that 
industry's Standard Industrial Classification (SIC) and on the 
change in employment of prfiduction workers in the SIC. At the 
local level, Frank used the unemployment rate and the absolute 
. change in the size of the labor force in the Standard Metropoli- 
tan Statistical Area (SMSA) as indicators of community condi- 
tions As a separate measure of conditions in the company, the 
variable used was total hours of work. For the individual, she 
J included a measure of overtime hours employed that month. 

The empirical analysis consisted of bivariate analyses of 
aggregate data and individual observations grouped by sex, age, 
and occupation status (the proxy here was pay level in the firm). 
Many of the correlations were measured using alternative lags or 
leads in the variables; for example, what relationship existed 
between community conditions three months ago and absen- 
teeism this month? 
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Absenteeism, health insurance, and business conditions 

According to Frank, her most striking result was the respon- 
siveness of male absenteeism to the nationaf economic conditions, 
operating^Cfth a very short tiifitf lag. For all the male groups 
except tne youngest workers in the sample, absenteeism fell as 
national conditions improved. Female absenteeism was not asso- 
ciated with national economic conditions. 



For all the male groups except the youngest workers in the sample, 
absenteeism fell as national conditions improved. Female absen- 
teeism was not associated with national economic conditions. 



At the community level, male absenteeims rose when unem- 
ployment tell. Possibly this meant that locally low unemployment 
rates gave men more confidence in the security of their jobs. 
. Alternatively, it may have been that low unemployment locally 
was associated with a fatigue factor that Jed to absenteeism. For 
all women, by contrast, absenteeism in the current period tended 
to be associated with local unemployment as measured two 
months earlier. Indeed, for many of Frank's statistically *signifi- 
,cant findings, male and female responses were in the opposite 
^ direction. 

For several of the groups analyzed, whenever overtime hours 
were increased absenteeism would eventually g^ow. This finding 
applied for younge^ males and older females. The relationship 
was essentially reversed, however, for female workers in highly 
paid occupations. 

As with the absenteeism variable, Frank found different pat- 
terns of response to the health insurance claims for males and 
females. For both sexes, local economic conditions were more 
likely to vary with health insurance claims than wer£ the national 
economic variables. For older males and males in the middle 
wage-level occupations, changes in the use of health insurance 
claims tended to swing with changes in the unemployment rates 
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in the community. High-wage female workers responded in a 
similar way. These findings for high-wage female employees and 
older male workers existed at the individual level and in jhe 
aggregated data. . 4 

The third measure analyzedrwas health insurance payments, a 
reflection presumably of both frequency and severity of health 
incidents. At the aggregated level of the data, Frank found that 
health insurance payments for- femalts tended to rise during 
economic expansion. Workers in higher-status positions, and the . 
older male workers specifically, had lower health insurance pay- 
ments during periods of economic expansion. Frank suggests 
that times of economic expansion may be associated with de- 
leterious effects on the health of female employees possibly due 
to the strain arising from a more hectic pace of work.* 

The study is filled with correlations between health variables 
(or proxies) and economic variables. The many specific relation- 
ships are of a second order of interest. Most compelling in 
Frank's work is her confirmation that the economic environment 
does have measurable associations with the health and behavior*/ 1 
of employed persons. 
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The labor market in the face of cnanging demand for 
product 

Traditional labor market theory leaves unexplained why the 
observed behavior of workers and theii^employers takes so many 
forms. Such theory, for example, sheds little light on the phe- 
nomenon' that plays so central a role in the Keynesian analysis, 
the observed rigidity or inflexibility of money wage rates in the 
face of declining demand for labor. It also sheds little light on 
why certain employers regularly and quickly respond to di- 
minished demand for their product by using layoffs, while 
others might initially shift the hours of work of their employees, 
and others may cut wages. 

In recent years a number of theories have been proposed to 
resolve some of these questions. One such theory, the 
transactions cost model, is bastd on the view that workers and 
their employers may both benefit from a continuous, long-term 
association with each other. This view holds that an investment 
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in specialized information or knowledge facilitates the employ- 
ment relationship. First, if there is labor turnover, both groups 
derive less benefit from tKis investment. Yet if the result of the 
investment is a reduction in the potential for mobility by one of 
the groups, it weakens their bargaining position vis-a-vis the 
other. This could discourage investment from taking place. To 
allow the investment(s) to be made, it follows that practices will 
develop that limit the possibility of exploitation by one group of 
the other. It will also stimulate the development of institutions 
that regulate the behavior of the groups, for example, collective 
bargaining. 

SupposeSjiat product market conditions change and that there 
is a decline in the Remand for a firm's product. Employers are 
reluctant to lay. off workers in whose skills they have invested, 
especially where there is little likelihood of being ablest© rehire 
these same persons. These -workers are reluctant also to be laid 
off because \he wages they would command in other establish- 
ments would c»e lower since their specialized skills are of. less use 
to the new employers. ' . , 

Wage cutting is an even more unlikely response than ^re 
layoffs to declining demand. Enqployees have little information, 
on whicliUo base an assessment of the employer's assertion that 
such steps are needed. .Historically, it- has been, observed that 
wage cuts are vigorously resisted by workers and unions until 
they are firmly convinced that product market conditions war v 
•rant them. ' •, , 

An alternative tQ^tfiis transactions cost model \i the risk ^lift- 
ing theory of contracfrng. It rests on the viaw that businesses are 
more willing to take risks than are workers. Employers can bene-T 
fit from this by contracting with specific workers, assuring them 
that they will be shielded from the risks to which they would be 
exposed in an auction-like market, and accordingly, paying«them 
less to the extent that workers prefer such protection. It is the 
transfer of risk that leads to the long-term relationship, estab- 
lished between certain employers and their employees. 

i 
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Implications of alternative .labor market models 

Pearce sought to test how firms have responded, in terms of 
worker usage and pay, to changing conditions of demand 
' brought about b£ cyclical and seasonal changes. He argued that 
the risk shifting contract theory predicts stabilized rial wages, 
while -the transactions cost mofiel implies sticky nominal Wages. 
Risk shifting theory also^suggest^, according to Pearce, that con- 
tracting reduces the variation both in wages and in employment, 
while the transactions cost 'theory implies that employment ad- 
justments can be large and frequent, relative to wage changes. 
The risk shifting theory would j predict Workers in the more 
er^yclically sensitive industries to be attracted to unions. The 
N transactions cos^nodel suggests that those workers facing higher 
costs of mobility are more likely to find unionism attractive. The 
transactions cost theory also implies the wage inflexibility fhat 
unionsjnay foster will- be associated with less continuity of em- 
^loymenrfpr unionized workers than for nonunionized workers. 

• ' V - , J 

' Seasonal and cyclical changes-^-union and 

nonunion workers / 

The framework developed by Pearce was "based on the argu- 
inent that the cost of job changing to employers ancftto workers 
is the major reason for labor services to be exchanged under 
contracts. The primary source of these costs, is assumed to be the 
investment in skills that are specific to the firm. 

He developed a mode'l of a firm that is subjected to cyclical 
and seasonal changes in demand foj its products. His model 
assumed that the seasonal effects are predictable' for the firm, 
but that the cyclical variations are not. He further assume^hat f 
workers prefer, a stable workweek: and that a contract with a 
union exists that ^/s^haped to reflect the firm's anticipated re- 
sponse to seasonal variations in demand, Pearce demonstrate^ 
through this formal model that a smaller wage adjustment to a 
cyclical change will lead to a larger cycl cal adjustment in\ the 
firm s utilization of its labor. A key assumption of the model was 
that union workers would be more strongly attached to the firm 
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during layoffs than would nonunion workers, Among other rea- 
sons, union workers would retain their seniority, obtained 
through the collective bargaining contract, 

To test his model, Pearce relied Tieavily on data from the 
Current Population Surveys (CPS) taken in 'May of 1973, 1974, 
and* 1975. These containecMnforrnation on each worker's hourly 
wage, employment 1 status, hours worked, as' well as some Hemo- 
graphic'characteristics. The sample he used was limited tq/white 
male production worl^rs, aged 20 to 60, who were employed full 
time in manufacturing industries, 

Pearce measured the shock tp demand in the industry in which 
the person worked at the time of the survey. Two setsjof re- 
essions were estimated to evaluate^tne response of labor utili- 
zation to shifts in labor* demand.,™ the first, employment, varia- 
tions were estimated. In the second, regressions were used to 
estimate the probabjJAtys^hat/the worker was employed for a 
usual. or unusual m/mber of [hours in the week of interview. 

A final set of analyses estimated the wage rates of these work- 
ers to determine the responsiveness of earnings Jp changes in 
demand. 




Wages, hours, arid employment changes 

In any given week, unionized workers w^e more like / than 
nonunionized workers either p be laid off of to work overtime. By 
contrast union worker wagifs were less sensitive to movements in 
the business cycle than were those of nonunion workers. Yet,^ 
even union members' wages showed some decline during periods 
of economic weakness, according to Pearce. 



In any given week, unionized workers^ were more likely than' 
nonunionized workers either to be laid off or to work overtime. 

Pearce estimated the responses to cyclical shocks of labor de- 
mand using time series data for 73 industries'. He used regres- 
sion analysis to estimate the response to such changes in terms 
of wage rates, layoffs, and hours of work. He found that: 
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• larger establishments were more likely to vary employment 

than to vary hours in the face of changing demand 

• smaller esta^Jk|inients tended to have greater wage flexibility 
ler for nonunion workers in large establish- 
in smaller ones; no such relationship Was ob- 

served for union workers * * ♦ 

• union members v did not appear to^e concentred in more 

cyclically sensitive industries * . 

; \ 

Pearce found no statistically significant relationship between 
an industry's wage level and its' history of employment stability, 
as is suggested by the risk-shifting theory, of contracting de-. 
scrifcjed above. ^ ? 
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